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PROBLEMS RESULTING FROM THE EXCLUSION OF 
SMALL BUSINESS FROM STOCKPILE PURCHASES AND 
FROM PARTICIPATION IN THE DISPOSAL OF SUR- 
PLUS PRODUCTS PROGRAM 


WEDNESDAY, JULY 11, 1956 


House or REPRESENTATIVES, 
Scuscommirree No. 2 on GovERNMENT PROCUREMENT, 
DisposaL, AND Loan ACTIVITIES OF THE SELECT 
CoMMITTEE ON SMALL BusINEss, 
Washington, D. C. 

The subcommittee met, pursuant to call, at 2:30 p. m., in room 356, 
House Office Building, Washington, D. C., Hon. Abraham J. Multer 
(chairman of the subcommittee) presiding. 

Present: Representatives Multer and Riehlman. 

Also present: Irving Maness, subcommittee counsel; Mrs. Marie M. 
Stewart, clerk; Clarence D. Everett, staff member; and Victor P. 
Dalmas, adviser to minority members. 

Mr. Muurer. The hearing will now come to order. 

This is a hearing by Subcommittee No. 2 of the House Select Com- 
mittee on Small Business, to study and investigate the problems of 
small business. We have with us this afternoon Congressman Riehl- 
man; Mr, Irving Maness, subcommittee counsel; and Victor P. Dal- 
mas, adviser to minority members. 

The purpose of these hearings is to inquire into the operation of the 
surplus disposal program of the Commodity Credit Corporation and 
the stockpiling of industrial diamonds as they are related to one an- 
other, and more particularly as they relate to small business and the 
opportunities of small business to participate in their program. 

We have invited to attend and participate in these hearings 
representatives of the Office of Defense Mobilization, Dr. Arthur S. 
Flemming, Director of ODM, will be here shortly. Representing the 
Department of Agriculture, we have Mr. Preston Richards, Vice Pres- 
ident of the Commodity Credit Corporation, who is also the Deputy 
Administrator of the Commodity Stabilization Service; Mr. Thomas 
R. Rawlings, Director, Barter and Stockpiling Division of that same 
Service; Mr. Francis C. Daniels, Genéral Sales Manager of the Com- 
modity Stabilization Service; and Mr. John H. Dean, Deputy General 
Sales Manager of this same Service. 

They have been invited to attend here today. We also have a repre- 
sentative of the Meade Industrial Diamond Co., who has been invited 
to attend here today. 

Tomorrow we will have other Government representatives, more 
particularly Mr. Franklin G. Floete, Administrator of the General 
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Services Administration. At further hearings to be held on July 17, 
next week, the names of other representatives of Government and also 
some representatives of industry will be announced at the opening of 
the session. 

_ I think it might be well that we spread upon the record at this point 
section 303 of Public Law 480 of the 88d Congress, which, generally 
speaking, vests in the Secretary of Agriculture—and to those he may 
deputize through the Commodity Credit Corporation—the barter 
authority to dispose of surplus commodities. 

(The material referred to is as follows:) 

Sec. 303. Whenever the Secretary has reason to believe that, in addition to 
other authorized methods and means of disposing of agricultural commodities 
owned by the Commodity Credit Corporation, there may be opportunity to pro- 
tect the funds and assets of the Commodity Credit Corporation by barter or 
exchange of such agricultural commodities for (a) strategic materials entailing 
less risk of loss through deterioration or substantially less storage charges, or 
(b) materials, goods, or equipment required in connection with foreign economic 
and military aid and asssitance programs, or (c) materials or equipment re- 
quired in substantial quantities for offshore construction programs, he is hereby 
directed to use every practicable means, in cooperation with other Government 
agencies, to arrange and make, through private trade channels, such barters 
or exchanges or to utilize the authority conferred on him by section 4 (h) of 
the Commodity Credit Corporation Charter Act, as amended, to make such 
barters or exchanges. Agencies of the United States Government procuring 
such materials, goods, or equipment are hereby directed to cooperate with the 
Secretary in the disposal of surplus agricultutal commodities by means of bar- 
tr or exchange. Strategic materials so acquired by the Commodity Credit Cor- 
poration shall be considered as assets of the Corporation and other agencies 
of the Government, in purchasing strategic materials, shall purchase such ma- 
terials from Commodity Credit Corporation inventories to the extent available 
in fulfillment of their requirements. The Secretary is also directed to assist, 
through such means as are available to him, farmers’ cooperative in effecting 
exchange of agricultural commodities in their possession for strategic materials. 


Mr. Richards will be our first witness. 


STATEMENT OF PRESTON RICHARDS, VICE PRESIDENT, COMMOD- 
ITY CREDIT CORPORATION, AND DEPUTY ADMINISTRATOR, 
COMMODITY STABILIZATION SERVICE, ACCOMPANIED BY 
THOMAS R. RAWLINGS, DIRECTOR, BARTER AND STOCKPILING 
DIVISION, COMMODITY STABILIZATION SERVICE; FRANCIS C. 
DANIELS, GENERAL SALES MANAGER, COMMODITY STABILIZA- 
TION SERVICE; AND JOHN H. DEAN, DEPUTY GENERAL SALES 
MANAGER, COMMODITY STABILIZATION SERVICE 


Mr. Ricuarvs. Mr. Chairman, Mr. Rawlings is here from our Bar- 
ter and Stockpiling Division. If you want to get to that first—other- 
wise, Mr. Daniels, who handles the general commercial and export 
sales. If you want to get into diamonds, first 

Mr. Murer. Very good. Suppose all of you gentlemen from Com- 
modity Credit Corporation gather around the table so if one man 
can’t answer the question or needs any help, you just pass it from 
one to the other so we can get the information on the record. 

Will each of you please furnish your full name to the reporter. 

As each gentleman addresses us, please identify yourself, so the 
reporter can get it properly entered upon the record. 
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PROBLEMS OF SMALL BUSINESS 3 


May I issue this word of caution, not that it is necessary, but to 
make sure that you follow it. It is quite possible that a question may 
be directed to some of you gentlemen that comes within the realm of 
classified material. If so, indicate that to us, and the answer will be 
taken off the record and outside of the hearing, so that you will not, ’ 
in any way, declassify anything that should remain classified, and if 
there is anything that is not in the nature of classified material that 
any of you gentlemen think should be stated to the committee in execu- 
tive session, so indicate when the question is asked, and we will accom- 
modate you to that extent, having in mind, however, that after the 
matter is given to the committee, if the committee thinks it should be 
publicized, the committee will consult and confer with the agency in- 
volved in order to make sure that nothing is publicized that should not 
be publicized. 

ow, which is your preference—Mr. Rawlings to be the first to make 
a statement, or Mr. Daniels? 

Mr. Ricuarps. Well, if you gentlemen want to get into the barter 
part of it first, Mr. Rawlings is the man. If you want to get into the 
overall sales, Mr. Daniels. 

Mr. Moutrer. I think we ought to confine ourselves for the time 
being to the barter program. 

Mr. Ricnarps. Mr. Rawlings. 

Mr. Muurer. All right then, Mr. Rawlings. 

Mr. Rawutnes. I have no prepared statement. Based on the letter 
that we received, I am here available to answer whatever questions you 
have. I can give you a brief summary, if you wish, of barter opera- 
tions, or how we conduct our operations, if you would like that first. 

Mr. Mutter. I think that would be well, to give us a general brief 
summary first. 

Mr. Rawtines. Well, section 303 was a further expression by the 
Congress of authority which we had in other legislation, and, under 
this section, we have expanded the barter operations in the last 2 
years considerably. Our method of selection of strategic and critical 
materials for the supplemental stockpile has been done in consultation 
with the Office of Defense Mobilization and with the other Govern- 
ment agencies who participate in the Interdepartmental Materials 
Advisory Committee, which is a committee that aiso does, in turn, for 
the strategic stockpile the selection of materials, the quantities, and 
sets procurement standards and specifications. 

For the nonstrategic materials, or materials which might go to for- 
eign economic-aid programs or military assistance programs, or off- 
shore-construction programs—in those cases, we itl with the appro- 
priate department, like the Military Department or the ICA. We at- 
tempt to acquire the materials along in competition with materials 
being offered on a bid basis, and only acquire the materials which they 
have a need for in one of their programs overseas. That is 

Mr. Rreutman. Mr. Chairman, I would like to ask a question if it 
is permissible, as to what departments are involved in that first cate- 
gory you just mentioned ? 

Mr. Rawtrves. In the first category they are the departments enu- 
merated in the Strategic and Critical Materials Stockpile Act, section 
2, which would be State Department, Commerce, Interior Department, 
ICA, Department of Defense, and these are observers from the Bureau 
of the Budget and from several other agencies and groups. 
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The strategic materials, after they are selected, that is, the names 
and the recommended quantities, are then transmitted to the General 
Services Administration who, in turn, we work very closely with, and 
they send us, in the form of a directive, the quantity and the name of 
the material, and if there are any special conditions, they come along 
attached with the procurement directive. 

One of the purposes, of course, in the conduct of our program is to 
acquire strategic materials that are less costly to store and nondeteri- 
orating than our agricultural commodities. We coordinate our activi- 
ties with the acquisitions for the national stockpile and take into 
account the domestic industry and domestic users of those materials, so 
that we will not unduly disrupt markets. 

As to the methods of barter, we have generally followed the pattern 
of the General Services Administration in their methods of acquiring 
materials; that is, on a negotiated basis. This is for the strategic 
materials and in such cases, when we receive an offer, we transmit that. 
offer to the General Services Administration, specifically the Emer- 
gency Procurement Service of that agency, and ask their advice. 

If the material is for the strategic stockpile, they give us approval 
that the price is in line and the delivery schedules are right, and that 
type of details. 

If it is one which we are acquiring for our own account then they 
just make a recommendation to us whether the price is not more than 
fair market value, and in no case have we taken any material that is in 
excess of fair market value, the same as required in the Strategic and 
Critical Materials Stockpile Act. 

In turn, when we receive the EPS reply, we accept the firm’s offer, 
if our conditions are equal and in line. 

Then we proceed to draft a contract as soon as the offer has been 
accepted and confirmed by the firm and obviously these contracts are 
rather detailed. They are not in standard form because there are 
varying conditions that relate to the agricultural commodities from 
time to time and there are also varying conditions that relate to each 
strategic material. 

The agricultural commodities may be exported to any friendly coun- 
try. In some cases, we have specifically directed them to a specific 
area. The strategic and critical materials—— 

Mr. Mutter. May I interrupt a moment? Who makes the determi- 
nation as to which country is friendly or unfriendly ? 

Mr. Rawurnes. Any country that is not listed by—that is, it is the 
export control list of the Department of Commerce. I think it is sub- 
group R designations and countries that aren’t on that group are 
considered friendly. 

Mr. Mctrer. You don’t consult specifically with the State Depart- 
ment on that subject ? 

Mr. Rawuines. No, sir. You see, through the Export Control Act, 
and the procedure that the Department of Commerce has, its inter- 
agency group, they have what is designated subgroup R countries, and 
in effect, they are Communist dominated countries, satellite coun- 
tries—Russia, north Korea, China—those. I might mention that the 
way these materials are acquired, first we only deal with United States 
firms and normally they acquire these materials from an overseas area. 
They have all the risk; they have all the guarantees to perform and we 
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hold the United States firm responsible under the contract, because we 
would have no jurisdiction—I say “jurisdiction,” that is. We would 
not have a very good chance if we had litigation with foreign firms in 
foreign courts. 

That just about gives you a brief summary of the operation. 

Mr. Rreutman. Asan illustration, if you were a buyer of wheat, you 
would deal directly with a firm in the United States and the firm in 
turn would deal with the foreign connection that they have. Is that 
correct ¢ 

Mr. Rawuines. That is true; yes. 

Mr. Rresiman. You would deal with the firm and the firm would 
deal with the foreign country. ~~ 

Mr. Rawurnes. That is right. 

Mr. Mutrer. Let’s pursue that for a moment. Take the typical 
example that usually comes to mind in matters of this sort. Amtorg 
Corp. is a New York corporation organized in the State of New York, 
and to all intents and purposes—to the extent that a corporation is a 
legal entity—it is an American citizen. Yet, everybody knows that 
Amtorg Corp. is an agency of Soviet Russia. 

To what extent, if any, do you make inquiries as to whether the 
American or the American company is acting on its own or is acting 
for some foreign agent; or for some foreign country behind the 
Tron Curtain, or for some Tron Curtain country / 

Mr. Rawurnes. Well, we get a Dun & Bradstreet report on the firms 
that we have dealt with and, as far as the movement of the agricultural 
commodity is prohibited by section 304 of Public Law 480, we get 
copies of the ocean bills of lading which show the destination of the 
grain or commodity. 

Mr. Mvurer. Well, now 

Mr. Rawurnes. And, of course, the materials, when they are shipped 
in, it is evident on the bills of lading coming in, where they are from. 
We require in the case of—let us use an example of platinum. We 
would require from the firm a certificate of origin that the platinum 
was of Western origin. 

Mr. Mutter. Well, now, what restriction, if any, is there that the 
commodity that your Corporation, Commodity Credit Corporation, 
releases will not be transshipped to an Iron Curtain country ? 

Mr. Rawurnes. Well, we have in our contract a clause which pro- 
hibits that, and it is true that we have no administrative staff or police 
force to follow it beyond the first consignee overseas. I am sure that 
if we heard of any transshipments or something like that, then they 
could be looked into and investigated. But, most of the firms that 
we have dealt with, at least all of them, I have never seen anything 
that they attempted to circumvent. 

Mr. Ricuarps. Mr. Chairman, we also require the first party we sell 
to, if they sell to anyone else, they must insert the same sort of a 
provision in their sales contracts. 

Now, it is a difficult problem but in line with that act, we try to take 
all the precautions we think —— 

_ Mr. Motrer. Of course, having in mind the bulk of your transac- 
tions, that is, the size and the bulk that one of your shipments of 
surplus products would necessarily assume in going overseas, I 
imagine most of you would learn very quickly where it was going, if 
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it was going behind the Iron Curtain. Let’s take the opposite. Items 
that you receive in this barter in exchange for your products—what, if 
anything, do you do to make sure that those products are not coming 
out of Iron Curtain countries ? 

Mr. Rawtines. Well, first the materials that you receive, there are 
only a few that Russia would probably have and which we have been 
bartering for. On bulk ores and bulk commodities, we require the 
contractor to show us that he has a commitment on supplies overseas. 
Not only that, but he must give us the production records of the mine 
that it comes from, and if the mine handles its exportation through a 
sales corporation in the foreign country, they must list that, and so 
with that method, we have been able to fairly well trace where the 
material is coming from. And then, of course, a lot of materials or 
certain ores, they have certain characteristics from certain countries 
that are fairly well known. 

But the primary thing is depending on the General Services Admin- 
istration and their long experience in history with these various firms, 
and most of these people who have dealt with us have also been sup- 
pliers at one time or another with the GSA. 

Mr. Dean. Mr. Chairman, my name is John Dean. I would like 
to make a comment in reference to your first question as to how you 
police the material going out. It is applicable to barter transactions 
as well as our sales for dollars. 

Each time we put out a contract to sell surplus CCC commodities, 
attached to the cap of the contract is a notice to our exporters and 
the notice reads as follows: 


The Department of Commerce, Bureau of Foreign Commerce, asserts the regu- 
lations under the Export Control Act of 1949, prohibits exportation or reexporta- 
tion of any commodities to the Soviet bloc or NATO and certain commodities to 
Hong Kong except under license issued by that office. 

These regulations further require that, effective July 7, 1955, persons making 
an export shipment which consists entirely or partly of a commodity originat- 
ing from a CCC export sales transaction, amounting to $100,000 or more of agri- 
cultural commodities, file with the collector of customs, one copy, in addition 
to any copies required for other purposes, of the shipper’s export declaration and 
send to the Bureau of Foreign Commerce, Washington 25, D. C., one copy of the 
on-board bill of lading on all such shipments. 


Where the purchaser from CCC sells a commodity to other persons for export, 
the persons doing the exporting must file the required shipping documents. 

Now, what we do in our commercial sales for dollars on each sale 
that amounts to over $100,000, we immediately report the name of 
that purchaser to the Department of Commerce. That same thing is 
true on any barter transaction. 

Mr. Morrer. Can you state for the record the items which you indi- 
cate might come from behind the Iron Curtain that would be received 
in exchange for surplus commodities ¢ 

Mr. Rawuines. Normally, the ones that they have had in the strate- 
gic field up until 1949—in fact, I think they were taking some from 
Russia until then—would be chrome ore and manganese and platinum, 
and I think they have some nickel, too, but I am sure Russia wouldn’t 
release it. 

Mr. Mutter. Now, we know that traditionally, in foreign coun- 
tries, they operate a little differently than we try to operate here insofar 
as big business and small business are concerned. Whereas we have a 
long history of antitrust legislation and administration to help small 
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business, most European countries and some in other parts of the world, 
have just the opposite. Their economic tradition is to aid the so-called 
trusts or what they call, cartels. 

Do you make any inquiry as to whether or not any of your items 
being received in exchange for surplus commodities are coming from 
any of these so-called cartels ¢ , 

r. Rawiies. Well, the only cartel, sir, that I have heard about 
is the—I guess you would say the Diamond Syndicate if you consider 
that a cartel. 

There were evidences, or some talk, that there was an attempt to 
form a cartel on mereury but I think our State Department took care 
of that situation back in 1949 or 1948, somewhere along then, and as 
far as we were concerned, we just bought from individual firms and I 
don’t know of the cartel setup. 

Mr. Muurer. No inquiries were made as to whether these people 
from en you bought were acquiring their supplies of mercury from 
a cartel 

Mr. Rawiines. Well—oh, yes; the supplies of mercury are either 
from two main sources. One would either be the large Spanish group 
and there are two firms in Italy and they control practically all the 
mercury ; or 85 percent. 

Mr. Muurer. What about the situation you mentioned with refer- 
ence to diamonds ¢ 

Mr. Rawitives. Diamonds—they have had this syndicate I have 
heard of in England and apparently that controls about 90 percent of 
the world production. 

Mr. Muurer. Ninety or 95 percent ? 

Mr. Rawuines. I have heard varying figures. There is a little bit 
in South America, I understand. 

Mr. Mutrer. You refer to it asin England. That may be the head- 
quarters of the syndicate, but actually it is said to control the diamond 
production throughout the world, wherever diamonds are produced. 

Mr. Rawturnes. All I have ever heard is that they control about 90 
percent of it, which would include primarily the Belgian Congo and, 
I understand, South Africa. There is a little down in Venezuela and 
maybe some in other countries, but I believe that is very small, and I 
believe they are outside. 

Mr. Motrer. Can you tell us to what extent, how long a period, and 
what amounts each year the Commodity Credit Corporation has bar- 
tered surplus products for diamonds? 

Mr. Rawutnes. We have taken diamonds for the national stock- 
pile as far back as 1950. The figures for the amounts we have taken 
from 1950 through 1954 were taken for the national stockpile and 
would be a classified figure. I can make this comment, that the quan- 
tity from 1950 through the fiscal year 1954 was not a large quantity 
because our total barter for those 5 years amounted to only $110 mil- 
lion, and the quantity from July 1, 1954, through December 31, 1954, 
was a more substantial figure. But that is still a stockpile figure. The 
quantities we took in January 1956 to date would amount to about 
$25 million. That is an unclassified figure. That is for CCC’s ac- 
count, supplemental. 

Mr. Mutrer. For what period is that, sir ? 

Mr. Rawttnes. That is from January 1956 to date. We haven’t 
taken any since and we don’t contemplate any in the near future. 
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Mr. Mutter. You said that figure was how much ? 

Mr. Rawtines. $25 million. 

Mr. Mutrer. Now, as of July 9, 1956—that is 2 days ago—the 
Office of Defense Mobilization issued its Release No. 520 authorizing 
General Services Administration to stockpile materials for fiscal year 
which ends June 30, 1957, which includes “diamonds bort” to meet 
the minimum or long-term stockpile objectives, and to meet the stra- 
tegic stockpile and supplemental stockpile in exchange for surplus 
agricultural commodities, it includes, among other things, diamonds, 
industrial. 

Mr. Rawttnas. Yes, sir. Well, first, let me say that the majority 
or the bulk of the dollar figures was for industrial stones that I was 
referring to. We did take some bort. 

Now, under this directive, which we have not received yet, but 
expect to get shortly, the stockpile still has openings and does announce 
each year that for the strategic stockpile they would like to get 
bort. The stones, industrial stones, are on the supplemental stock- 
pile list and that will be on the directive, as I understand, that we 
should receive. 

But, that doesnt’ mean that because it is on the directive that we 
just might go in tomorrow or the next day. It means that we go very 
carefully, in consultation with GSA, and we attempt to time our 
acquisition under barter so that it will not disrupt the market, and 
that it will be handled the best way to not affect the users of diamonds, 
the normal users, and we try to take all the necessary precautions. 

Mr. Mutrer. We will place this release of the Office of Defense 
Mobilization in the record, and, so that no one will get the idea that 
we are jumping the gun on your Department, which hasn’t yet re- 
ceived the release, I want to say it is marked for immediate release on 
Monday, July 9, 1956. 

Mr. Rawiines. What I meant is, we have a copy of the release but 
the Procurement Directive has a lot of paragraphs attached with 
detailed specifications. 

The one we will get is the quantities desired, and, of course, it is 
classified insofar as the strategic stockpile is concerned. Usually 
the strategic and supplemental lists come right together. 

Mr. Mutter. It is classified as to the quantities and dollar amounts, 
not as to the items. 

Mr. Rawtrnes. It is not as to the items. Just the quantities and 
certain other conditions that surround it. 

Mr. Mutter. Well, now, you said something about acquiring these 
diamonds so as not to affect the markets. 

Mr. Rawtutnes. Yes, sir. 

Mr. Mutter. Just how do you handle that situation ? 

Mr. Rawrrnes. Well, before we attempt to go in and take dia- 
monds—and I would say they are a little different from some of the 
other strategic materials—we consult with the Emergency Procure- 
ment Service with which we have a service agreement, because in the 
Department of Agriculture we have maintained that we are not 
experts in the field of strategic materials, and we have no desire to 
set up a parallel organization when you have a perfectly good organi- 
zation like GSA who is acquiring for the tackepile. 
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So, by service agreement we work with them and ask their advice. 
We cumatale with eae with whomever the experts down there wish 
to talk with, and we try to decide how much we could take out of the 
market, that is, within the framework of our procurement directive, 
which would not unduly disrupt the market or raise prices unduly or 
would take away from domestic users. We have in mind a quantity 
that we would take. ant é 

Then we send out a wire to every firm who has indicated any interest 
in diamonds, and that usually includes about.32 firms, and in the wire 
we set out certain provisions, one being that we will only take what 
they have in this country in physical inventory and that which is in 
excess of the historic requirements of their normal users in the trade. 
We also ask them for other information in this wire which would 
enable us to determine as near as possible that the diamonds are being 
acquired in that manner. 

Mr. Muurer. Well, when you say you are protecting the markets, 
are you trying to protect the dealers in the markets? 

Mr. Rawiines. Well, we wouldn’t want to take into a supplemental 
stockpile a large quantity and then have the automobile industry and 
the oil industry, who use drilling bits, and others, develop a shortage 
due to us, nor do we want to drive the price up or just make a shortage 
for any industrial users of diamonds. 

Mr. Mutter. To what extent, if at all, do you release for sales the 
diamonds that you have on hand so as to relieve the conditions of the 
market so far as the consumer is concerned ? 

Mr. Rawutnes. We do not release any materials for sale. 

Mr. Mutter. Once you acquire you do not. release for sale? 

Mr. Rawttnes. No, sir; and under this recent enactment of the 
Agricultural Act of 1956, they have a provision that material acquired 
for the supplemental stockpile can be only released by a joint resolu- 
tion of Congress. It is not as broad as the Strategic Stockpile Act, 
which states that the President, under certain conditions, could release 
the diamonds without the 6-month wait from Congress. 

Mr. Mutter. Does that apply to both the strategic stockpile and 
the —— stockpile ? 

Mr. Rawuinas. The strategic stockpile would be under the Office 
of Defense Mobilization and their authority. But I think the ought 
to speak for themselves as to the Strategic and Critical Materials 
Stockpile Act, and, of course, they have certain conditions there which 
go across the board for beneficiation, rotation, and during the time 
of emergency the President can, under certain conditions, release ma- 
terials and/or otherwise ODM submits the plan to Congress and if, 
in 6 months, there is no objection, they can put the plan into effect. 
But in the supplemental it is much stricter. That is the one we are 
governed by. 

Mr. Motrer. Isn’t it fair to say, however, that the Congress cannot 
be expected to initiate action granting permission to release any of 
those items from the supplemental stockpile, but can be expected to 
take action only if, as, and when there may be a recommendation 
from the Department of Agriculture, or whatever other department 
holds the stockpile ? 


Mr. Rawtines. Well, I would never want to say that the Congress 
couldn’t initiate the bill. 
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Mr. Muurer. I didn’t say they can’t, but I say you certainly wouldn’t 
expect the Congress to initiate permission unless the permission is 
asked for. Isn’t that a fair statement ¢ 

Mr. Rawitnes. I think so. 

Mr. Mutrer. Has there been any request to Congress to release 
the diamonds from the supplemental stockpile ? 

Mr. Rawutnes. Iam not aware of any, sir. 

Mr. Mutrer. I have in front of me a quotation from the Wall 
Street Journal, as follows: 


The United States Department of Agriculture, which holds over $23 million 
worth of industrial diamonds, insists it won’t unload stocks. 
Would you care to make any comment on that quotation ? 

Mr. Rawutnes. Well, the $23 million they are referring to, I pre- 
sume, is the quantity that parallels one of the last quantities that we 
took for the supplemental stockpile and with the enactment of the 
Agricultural Act of 1956, particularly section—I think it is 206— 
we naturally couldn’t or wouldn’t want to do anything in the face 
of that very clear legislative intent to insulate the supplemental 
stockpile. 

Mr. Mutrer. Now, let me take this further quotation from the 
National Farmers’ Union Washington Newsletter of May 18, 1956: 

Benson will not let his “surplus” of diamonds destroy the market for the 
South African diamond cartel. 

Would you care to make any comment on that ? 

Mr. Rawutines. No, sir; I don’t know anything about that. 

Mr. Mutrer. Well, now, to what extent is small business given an 
opportunity to participate in these barter arrangements, either in 
taking the surplus from the Commodity Credit Corporation or de- 
livering to you any of the products that are needed for the stockpile 
in exchange for those surplus products ? 

Mr. Rawitnes. Well, first, the majority of the people, if you con- 
sider small business on the number of employees Seid, virtually all 
of them are small business. At least, all the diamond people are. 

Mr. Murer. I hope you will note ‘that 18 months s ago, or more, the 
Congress invalidated or repealed the so-called numerical definition 
and wrote into law a definition which is quite different from the 
numerical definition. Now you can even have a single person and be 
big business. The original definition was under 500 employees was 
small business. Five hundred or more was big business. It is more 
than 18 months since the Congress said that definition should be 
discarded. 

Now, on the basis of the bigness as against smallness, rather than 
just number of employees, what opportunity is given to the small- 
business man to get into that program ? 

Mr. Rawlings. I think the small-business man has an opportunity. 
The big problem IT think the small-business man would have is that, 
in the movement of, for instance, grains into export channels, normally 
a lot of grain would be a cargo lot which is a 10,000-ton vessel and, 
roughly, 330,000 bushels, and 

Mr. Murer. What would that be in dollars and cents? 

Mr. Rawiines. It depends on the daily quoted price of the wheat. 
Roughly, around $600,000 per such vessel at a net price for export. 





a 


ee AN a i al a 


ar 2 one ae a 


PROBLEMS OF SMALL BUSINESS 11 


_ Mr. Muurer. Now, is there any general directive by your Depart- 
ment or the Commodity Credit Corporation, covering the matter of 
barter agreements, disposal of surplus? 

Mr. Rawuirnes. I don’t quite get what you mean, sir. 

Mr. Motrer. Is there any general directive which indicates the - 
maximum or minimum quantities that will be handled in any of these 
barter transactions ? 

Mr. Rawtanes. No, sir; there isn’t except in the case of the dia- 
monds we did, in this last round that we took, we did set a figure of 
$200,000 in the last wire that went out as being the size of offer that 
we would consider as a minimum. 

Mr. Murer. When was that, sir? 

Mr. Rawurnes. That was January 16, 1956, the date of the wire. 

Mr. Mcutrer. Now, since the program has been in effect of bartering 
surplus commodities for diamonds, what has been the average amount 
of the single transactions? 

Mr. Rawirnes. I have never really averaged it out, but I would 
say a number of them are two or three million and some have been 
higher. 

e do have some that run—I can just—a little over $200,000 we had 
once, but mostly it was a half-million. Let’s see, I have some figures 
on a few: $755,000, $993,000, $375,000, $9,000,000, $321,000, $4,000,000, 
$1,000,000, $1,000,000, $6,000,000, $502,000, $600,000, and then another 
listing is $285,000, $225,000, $473,000, $1,400,000, $5,900,000, $3,900,000, 
$349,000, $309,000, $1,550,000, $7,000,000, $1,587,000, $250,000, and 
$400,000. 

Mr. Murer. What period is covered by that ? 

Mr. Rawiines. One was April 1955 take and mostly of January 
1956, of the two lists. 

Mr. Mutrer. What was the transaction with the International Bar- 
tering Co. amounting to, slightly over or just under, $6,600,000? Was 
that a single transaction or is that the total amount of business for 
the year? 

Mr. Rawtines. International Bartering in April 1955 was 
$5,597,538.51. 

Mr. Mutrer. That was one transaction ? 

Mr. Rawiines. One transaction. 

Mr. Murer. And you had another transaction over a million ? 

Mr. Rawtines. There was in the latter $20,000 in bort which is 
not included im that figure, the bort having gone to the stockpile. 
And then in 1956, International Bartering Co. had a $9,090,766 
contract. 

Mr. Mutrer. A single transaction ? 

Mr. Rawutnes. Yes, sir. That was the largest. 

Mr. Mcutrer. Isn’t it fair to say that any of those transactions that 
you have indicated to us that are in the amount of $1 million or more 
represent big business ? 

Mr. Rawurneés. It would be big to me, sir. 

Mr. Mutrer. Well, it actually is big to the diamond industry, too. 

Mr. Rawiines. It seems so. 

Mr. Muvrer. Up to the time that the directive was issued, limiting 
the minimum amount to $200,000, General Services Administration 
had made many purchases of diamonds for as low as $50 in a single 
transaction, had they not? 
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Mr. Rawurnes. I frankly don’t know about that, sir, but the only 
thing there is in purchasing for cash, $50 worth of wheat would 
be a little over—around 26 bushels. I think that would be a pretty 
hard quantity for anyone to handle in export. 

Mr. Mutrer. Quite true, and I wouldn’t expect them to deliver 
so small a quantity of wheat in exchange for diamonds, but the thought 
that goes Denil my mind is why can’t General Services accumu- 
late these $50 purchases until they have got enough to take the wheat 
off your hands in a large quantity ? 

Mr. Rawtrnes. Well, the methods of bartering operations haven’t 
been such that we would handle that type of transaction. I don’t 
know whether GSA would want to get into the exportation of wheat. 
That would be up to them to say, I guess. 

Mr. Murer. Now, I think you said that practically all of these 
barter arrangements are on the basis of negotiated contracts. 

Mr. Rawttnes. Yes, sir. Of course, GSA 

Mr. Mutrer. Why can’t it be done on the basis of competitive bids? 

Mr. Rawitnes. Well, I think that in the field of strategic materials, 
if you went to competitive bid basis, and I think maybe GSA could 
give you their experience better than we—I think that you would find 
that just the announcement of that would cause such a raise in the 
market price all over the world, that you would have to reject all your 
bids because you would probably not be able to take your material at 
not more than fair market value. 

Mr. Mutter. I suppose that is a matter on which Congress will 
never agree with the executive departments but I can easily see the 
other side of that picture. that where you negotiate for these trans- 
actions, such as the $1 million to $6 million in a single transaction for 
diamonds, that necessarily pushes the market up so far as the con- 
sumers in this country are concerned. 

They need the product with which to operate and you are going 
out and buying such large quantities at one time, they have every 
reason to suspect that the supply may become short, and they can’t 
operate in many industries without these industrial diamonds. They 
are forced to go out in the market and start their own stockpiling. 
I would think it would have just the opposite effect on our local 
markets. 

Mr. Rawrines. Sir, the experience we have had—I think earlier IT 
mentioned that in consultation with General Services, and they have 
a pretty good idea of the amount of diamonds that are being con- 
sumed by domestic users of diamonds, and also a fair idea of the 
amount that the syndicate releases once a month, and they have a 
pretty fair idea as to what you might term surplus in the diamond 
trade, so that is the basis for determining the quantity that they 
advise us it would be well to take. 

In other words, we have just taken some last January pursuant to 
this ODM directive for industrial diamonds. 

Well, now, since we have taken some in January, now would be a 
very bad time to go in and take some more. So, at such times in con- 
sultation with General Services, they figure there is enough surplus 
that we could take off a certain amount and not disrupt the market, 
then that is the quantity we would take. 
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Now, if we got offers in excess of the amount that they think is a 
fair amount to take out of the market we would just have to cut back 
everybody a certain percentage of their offers. 

Mr. Mutter. Is it fair to say that the manner in which these barter 


agreements are arrived at were usually as follows: Two persons or ° 


two companies involved other than the Government agencies, one that 
would take the agricultural product for disposal and the other to sup- 
ply the product that you are referring, in exchange ? 

Mr. ervasnien: Normally, sir, we will get an offer. It may be from 
a firm that deals in the particular strategic material. They are not 
versed in the selling of grains or cotton in foreign markets, so nor- 
mally they appoint an agent, a grain firm or a cotton firm or some firm 
of that character, to handle their exportation for them. But we hold 
the contracting firm, the one we have as the principal on our contract, 
as being fully liable. But we permit contractors to name a grain 
firm if they want to move grain for certain limited purposes, and then 
the grain firm can deal directly with our commodity offices in acquiring 
the grain; I think it is fair to say that there normally are two firms 
involved. 

Now, it is possible and there have been times when a grain firm 
would offer to us diamonds, and there is a case here. In that case, the 
grain firm said, well, we will offer the diamonds to you, and so it is just 
reversed. It handles the grain in its own name as principal, and the 
diamond firm is, in effect, the agent delivering for the grain firm. 

Mr. Mutrer. To what extent do the grain dealers who can be 
termed small business participate in the program ? 

Mr. Rawttneos. Well, I think any grain dealer that handles exporta- 
tion of grain who is set up and equipped to do it, whether he is sinall 
or large, could participate. 

Mr. Mutter. Isn’t it a fact, however, that there have been approxi- 
mately four firms—grain dealers—who handled the bulk of the 
business since 1951 ? 

Mr. Rawurnes. Well, I have never made a runout of the figures but I 
think of the people who have handled grain, I would say that it is 
closer to 20 grain firms that are participating. 

Mr. Muurer. Can you name a few of the firms that are participating, 
the grain dealers ? 

Mr. Rawuitnes. Yes. I will start with the big one that you referred 
to, Bunge Corp., Leval, Cargill, Continental Grain, Garnac Grain, 
Standard Milling, Sinason-Tichner, Markey of Philadelphia, Tide- 
water, States Grain. In fact, I am sure there are others 

Mr. Munter. North American ? 

Mr. Rawttnes. North American Continental Co. 

Just about everyone in the grain business that I can remember has 
participated. 

Mr. Mutrer. Hasn’t the bulk of the business since 1951, though, been 
shared by North American Continental, Bunge, and Leval ? 

Mr. Rawiines. Probably so. 

Mr. Murer. Could you give us the figures for the record, the names 
and addresses of the grain dealers and the amounts that they have 
handled since 1951 ? 

Mr. Ricwarps. It may take a little while. We can get the records 
out. 
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Mr. Murer. Suppose you give us that which is current. Give us 
that rather quickly and the rest as soon as you can get it together 
for us. 

Mr. Ricuarps. Yes, sir. 

Mr. Muurer. Have there been any big banks or bankers involved 
in these deals doing the financing for the diamond merchants and the 
grain dealers, or either one of them ? 

Mr. Rawuinos. I think that most of the large banks in New York, 
or quite a few of them, have participated, because if a contractor wants 
to move grain in advance of the delivery of the material, then he has 
to post an irrevocable letter of credit which covers us 100 percent in 
cash in case he fails to deliver the strategic material. In addition to 
that, we require an irrevocable letter of credit as a performance 
guaranty that he will deliver the material which is a separate one, and 
the New York banks do handle it. 

Mr. Murer. You didn’t make any inquiry to find out the extent 
to which a letter of credit may actually represent money borrowed 
from the bank rather than the contracting party ’s own money ¢ 

Mr. Rawuines. No, sir. We haven’t gone into that. We are free 
to if there is any question in our minds, and the banks will cooperate 
: ith us, but if we get a 100 percent irrevocable letter of credit from a 
ank 


Mr. Motrer. Is it fair to say that no small banks participate in these 
transactions ? 

Mr. Rawuines. I tis probably fair. I don’t know offhand. 

Mr. Rreutman. They could under our banking laws participate un- 
der the amount we have been referring to here, $600,000 or $700,000. 

Mr. Murer. They could participate only if the contracting party 
were using his own money; but, if it required them to lend the money 
to the contracting party, I doubt if any of the small banks could do 
that because of the limitations on the amounts they could lend on any 
single loan plus the limitation of their loans based on capital. That, 
of course, brings up the question of whether or not this limitation on 
the amount of | any one transaction is a fair limitation. Doesn't it 
necessarily restrict the transactions to big business and to big banks? 

Mr. Rresiman. On any transaction over $200,000 or even a lesser 
amount than that, I expect your conclusion is correct, Mr. Chairman. 

Mr. Rawurnes. I would like to point out for the record that this is 
the only case where we have set a limit like this at the present time. 
Now 

Mr. Murer. You mean diamonds is the only case? 

Mr. Rawitnes. Diamonds, because of the general nature of those. 
We have had a few transactions which have been under $100,000. 
They were finally concluded but they usually were a lot of trouble and 
didn’t work out too satisfactorily, I think, for the contractor or us, 
and they didn’t come back. 

Mr. Mutter. That covers the questions that we have in mind at this 
time. Unless there is something that any one of you gentlemen want 
to add to clarify the record, or to correct any impressions you think 
may have been created by our questions, which are contrary to the 
facts. we will be happy to have you make a statement if you care to say 
anything. 

Mr. Raw itnas. I just have one statement, sir. As to the diamond 
market and particularly with reference to our last acquisition in Jan- 
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uary, it is my understanding that the market has not been raised at all. 
In Fret, it is down a little bit from what it was. 

Now, on the other hand, if you say, well, the industrial diamond and 
bort prices are higher than they were a year ago, that is true, because 
I have been informed that the syndicate raised their prices about 20 
percent on January 1, 1956, so when that is taken into account, actually 
in practice the acquisition did not raise the market in diamonds. 

Mr. Mvurer. Can you supply us for the record the list of the names 
of the diamond merehants who participated, the names and addresses 
and amounts which you read ? 

Mr. Rawuines. Yes, sir. I have a copy here I can leave with you. 

Mr. Muurser. Leave that with us for the record. That, I think covers 
the 1 year, 1955? 

Mr. Rawutrnes. It covers April 1955 and January 1956. That is un- 
classified. Although we haven’t released this before, it is not a security 
classification but it is material that we have acquired for our own 
account which would go into the supplemental stockpile and not the 
strategic stockpile. 

Any material on the strategic stockpile we would give to you on a 
classified basis. 

Mr. Motrer. In the list that you are submitting, is there anything 
that you don’t want publicized ? ; 

Mr. Rawttnes. Yes, sir. There is one column I would like to strike 
and that is bort. It is not a large figure but I don’t think we 
should 

Mr. Mutter. Then, may I suggest you do not leave that with us now 
but give us a copy in such form as we may place in our record. 

Mr. Rawitinos. Yes, sir. 

(The material referred to is as follows :) 





List oF UNITED STATES FIRMS HANDLING AGRICULTURAL COMMODITY PROVISIONS 
oF BARTER CoNTRACTS, FIrscaAL YEARS 1949-50 THrouGH 1955-56 * 


. Agricol Corp., Ine., Bourse Building, Philadelphia, Pa. 
Albumina Supply Co., Inc.,? 2 Broadway, Produce Exchange, New York, N. Y. 
Anderson, Clayton & Co., New Orleans, La. 
Bunge Corp.,? 42 Broadway, New York, N. Y. 
C. B. Fox & Co.,? National Bank of Commerce Building, New Orleans, La. 
. Calabrian Co., Inc.,? 141 Broadway, New York, N. Y. 
. Continental Grain Co., 220 Produce Exchange, New York, N. Y. 
. Cook & Co., Inc., Memphis, Tenn. 
9. Garnae Grain Co., Inc., 32 Broadway, New York, N. Y. 
10. George H. McFadden & Bros.,? 60 Beaver Street, New York, N. Y. 
11. Hohenberg Bros. Co., Memphis, Tenn. 
12. Howard Cotton Co., Dallas, Tex. 
13. Huxley-Westfried Corp., Empire State Building, 350 Fifth Avenue, New 
York, N. Y. 
14. Interchange of America, Inc.,? 27 William Street, New York, N. Y. 
15. International Bartering Co.,? 52 Broadway, New York, N. Y. 
16. Interoceanic Commodities Corp., 17 Battery Place, New York, N. Y. 


DS pie go 


_ 17. Kincaid Cotton Co., Gastonia, N. C. 


18. Leon Tempelsman & Son,’ 551 Fifth Avenue, New York, N. Y. 

19. Lehman Trading Corp.,? 2 Broadway, Produce Exchange, New York, N. Y. 

‘20. McFadden, California-Arizona Corp., New York, N. Y. 

21. North American Continental Co., Inc.,? 2 Broadway, 202 Produce Exchange, 
New York, N. Y. 

22. Jack Philip & Son, Inc.,? 270 Canal Street, New York, N. Y. 


1 Also barter contractor. Entire period of CCC barter program, fiscal years 1949-50 
through 1955—56. 
2 Also barter contractor. 
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23. Philipp Bros., Inc.,? 70 Pine Street, New York, N. Y. 

24. Pricerri Grain Corp., 2 Broadway, New York, N. Y. 

25. P. R. Markley, Inc., Lafayette Building, Philadelphia, Pa. 

26. Robin International, Inc.,? 11 West 42d Street, New York, N. Y. 

27. Schwabach & Co., 40 Exchange Place, New York, N. Y. 

28. Sinason-Teicher Inter American Grain Corp., 50 Broadway, New York, N. Y. 
29. Smith-Murphy Co., Inc., 2 Broadway, 507 Produce Exchange, New York, N. Y. 
30. Standard Milling Co., 265 Madison Avenue, New York, N. Y. 

31. State Grain Corp., 2 Broadway, New York, N. Y. 

32. Tidewater Grain Co., 301 Bourse Building, Philadephia, Pa. 

33. W. D. Felder & Co., Cotton Exchange Building, Dallas, Tex. 

34. Weil Bros.-Cotton Inc., Montgomery, Ala. 

35. Woodward & Dickerson, Inc.,’ 1400 South Penn Square, Philadelphia, Pa. 

36. World Commerce Corp.,” 25 Broad Street, New York, N. Y. 

Mr. Murer. May we have for committee use and not being a part 
of the record, the information that you consider classified, and also 
the amounts of surplus commodity products that were bartered for 
strategic materials, particularly for diamonds? 

Mr. Rawurnes. All right, sir. 

Mr. Mutrer. Give us that, please, and what you may do is, when you 
send up any of the classified material, place it in a sealed envelope, 
addressed to me as chairman of the committee, ‘and it will be made 
available only to members of the committee for their own use. 

Mr. Dantets. Mr. Chairman, my name is Frank Daniels and I am 
General Sales Manager of the Commodity Stabilization Service. The 
committee expressed some interest in the sale of grain and I have a 
statement here that I would appreciate reading into the record, if I 
may, and I have a statement for each of the members of the committee. 

Mr. Mutter. Do you want to read this or briefly summarize it? 

Mr. Danters. I would like to read it because I believe it contains 
some information. I believe in reading it, I can conserve your time. 

Mr. Mutter. Very good, sir. 


STATEMENT OF FRANK C. DANIELS, GENERAL SALES MANAGER, 
COMMODITY STABILIZATION SERVICE 


Mr. Dantexs. I appreciate this opportunity to appear before this 
committee and discuss the part the small-business man can play in 
the Commodity Credit Corporation surplus commodity sales program. 

We believe that any financially responsible United States business- 
man can come to us and buy—whether he be small or large.. We.recog- 
nize, however, that the small-business man may face certain disad- 
vantages. 

Our real surplus agricultural problems are limited to only a few 
commodities. But the inventory of these few commodities is huge 
and we must sell it. We have acquired inventory on a vast scale; 
to reduce it we must sell on a vast scale. A foreign country will be 
in the market for, let us say, 5 cargoes of wheat or 100,000 bales of 
cotton. This foreign country is advised that it must work through 
United States exporters to make its purchase. We do not wish to 
sell government to government; we wish to have as many salesmen 
working for us as we can get—and these salesmen are our United 
States exporters. But when a foreign country or its importers come 
to United States exporters to make a purchase of several shiploads 


2 Also barter contractor. 
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of a commodity, who has the best chance of securing the business 
among the United States exporters—the large-business man or the 
small-business man ? 

As far as CCC is concerned, in its actual selling of the commodity, 
we cotisider the bid for one carload in the same Tight as the bid for 
100‘carloads. While we will not review our selling procedure for you 
in an effort to show we do not place the small-business man at a 
disadvantage, I cannot help but feel that, despite our selling pro- 
cedure, there is the basic difficulty confronting the small-business man 
that has been described above. 

Let me begin the discussion of our sales procedure by saying no 
financially responsible United States firm, individual, corporation, 
or partnership is excluded from purchasing CCC commodities as 
such commodities are offered for sale. 

With respect to sales for domestic use, most commodities are sub- 
ject to a statutory minimum price, but any bidder meeting the mini- 
mum price for carload lots is accepted within the limits of the quan- 
tity offered for sale, whether the bid be for one car or for a large 
number of cars. 

With respect to export sales, there are attached copies of (1) the 
monthly mie announcement issued by the Department, and (2) the 
type of sales contract used by the commodity offices. As quantities 
are offered for sale, full publicity is given to the sale in order that all 
interested parties will be informed as to quantity offered, terms and 
conditions of sale, when bids must be submitted and when bids will be 
accepted. Furthermore, following a sale the names of buyers, quan- 
tities sold, the average price or range of prices received are made 
public prior to the next sale. 

In the case of export sales, we sell on a competitive-bid basis, as 
it was learned through experience that selling for export at a fixed 
price resulted in other producing nations undercutting this price. 
But, whether bids be for one carload or for a hundred carloads, the 
highest bids are accepted by CCC provided the bid is from a United 
States individual or firm and the purchaser has established that he 
is financially responsible within the requirements of our announce- 
ment. The announcements to the trade on this point read as follows: 

CCC reserves the right to refuse to consider an offer if CCC does not have 
adequate information of financial responsibility of offerer to meet contract 
obligations of the type contemplated in the applicable announcement. If a 
prospective offerer is in doubt as to whether CCC is acquainted with his financial 
responsibility, he should either submit a financial statement to agency prior to 
making an offer, or should communicate with the office named in the announce- 
ment to determine whether such a statement is desired in his case. When satis- 
factory financial responsibility has not been established, CCC also reserves the 
right to consider an offer only upon submission by offerer of an acceptable surety 
bond guaranteeing performance of any contract resulting from such offer 
whether or not the announcement requires such bond. 

Although the quantity offered by CCC may be large, the individual 
bid is accepted on the basis of the greatest return to CCC and not on 
the quantity involved in the individual bid. Once purchased, the 
buyer of the 100 cars and the buyer of the 1 car are subject to the same 
payment requirements—basically each must pay in cash, provide for 
our drawing a draft, or establish an sintashatle letter of credit prior 
to delivery. 
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The export sales procedure for commodities in CCC inventory is 
the same, whether the buyer is purchasing for his usual export com- 
mercial needs or against a Public Law 480, title I, foreign eurrency 
transaction. The highest bids made to CCC within the acceptable 
range are accepted, and to repeat, bids falling within this range are 
accepted whether the bid be for one car or for many cars. 

A recent sale of upland cotton by the New Orleans CCC commodity 
office will illustrate this point as it involved a large number of in- 
terested bidders. The ite covered 1,567,278 bales of cotton for ex- 
port on a competitive bid basis. Individual bids accepted varied from 
2 bales up to 216,513 bales. Successful bidders numbered about 120, 
additional bidders were turned down because prices bid were con- 
sidered too low and were, in all instances, lower than the accepted ones. 
Payment will be made by the purchaser of the 216,513 bales on the 
same basis as the purchaser of the 2 bales—delivery and payment to be 
made by sight draft with invoice and warehouse receipts attached. 

The office of the general sales manager works closely with the 
commodity offices where the sales are conducted, Domestic sales, as we 
have said, fall into a rather strict statutory pattern but the commodit 
offices submit export bids te our offices for approval or aswarevel. 
Businessmen call us every day and we receive many suggestions on 
how we should sell. Some of these suggestions are from persons who 
represent themselves as small-business men. Two suggestions that I 
recall are (1) we sell on option, and (2) sell less than carload lots. 
These actions are suggested as being helpful to the small-business man. 

Possibly selling on option would help the small-business man but 
it would seriously disrupt our competitive selling. Let us say we 
offer 500,000 bushels of light test weight wheat for sale for export on 
competitive bids. One bidder offers $1.60 per bushel option basis, an- 
other offers $1.55 cash on a firm contract. We take the higher bid and 
reject the lower. For some reason such as a market decline, the op- 
tion is not exercised and CCC does not sell its wheat. The wheat must 
then be reoffered with no assurance that the option bidder would exer- 
cise his option on the next bid. 

Selling in less than earlead lots is administratively costly, freight 
costs are higher for less than carload lots, and although we will wel- 
come any recommendation the committee may have on this point, 
please bear in mind that our surplus problems are measured by the 
millions of bushels, even hundreds of million bushels, millions of 
hundredweight, and millions of bales. 

A suggestion made that we have been able to use has to do with credit. 
We can sell to a United States exporter allowing him 3 years to pay 
provided the benefits of the deferred payment are passed on to the 
foreign importer and also provided that the obligation to pay CCC 
is guaranteed by a United States bank. We hope this credit plan will 
enable us to increase sales and will enable small-business men to be 
more active in our sales program. 

We need salesmen and we are looking for ways and means to get 
salesmen to assist the Department in its disposition effort, not keep 
them out. Anything this committee can do to bring more salesmen 
into our sales programs without reducing our effectiveness or impair- 
ing the safeguards we must maintain as custodians of this inventory 
will be of tremendous service. 

Gentlemen, I thank you. 
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Mr. Rreuiman. In your statement you refer to the number of bales 
of cotton that were sold. You stated that some 120 different bidders 
participated, and that the bids were for as low as 2 bales on up to some 
200,000 bales. I wonder how many of the 120 bidders who partici- 
pated were really small-business people say 2 bales up to a few hun- » 
dred bales. Do you have any idea ? 

Mr. Dantets. We have a record of exactly who they were. I don’t 
have that record with me. 

Mr. Dean. Wecan submit it for the record. 

Mr. Rresiman. I think it might be of interest to us to have some 
idea of actually how many really small-business people had an oppor- 
tunity and did actively participate in that procurement. 

The other question, Mr. Chairman, deals with these carloads of dif- 
ferent items that are being offered. Apparently it is the policy of 
the Department because of the costly procedure, in advertising or 
selling less than carload lots. Do you feel that selling in carload 
lots and hundreds of carload lots does prohibit a lot of small- 
business people from procuring these surplus commodity items ? 

Now, there are probably a lot of small operators that like to buy a 
half-carload of one of the commodities. Are they excluded ? 

Mr. Danrets. Without any questions, Mr. Congressman, that is 
true. But, of course, as I tried to bring forth, where do you break it 
down ? 

Mr. Rreutman. I don’t—— 

Mr. Dantets. We take these commodities in. We have a manage- 
ment heme in itself that is tremendous, and where do you break it 
down? We take in our commodities on the basis of carloads, prin- 
cipally. 

iow, you break it down to half a carload or a quarter of a carload, 
or do you go down to a bag, or do you break a bag or where do you chop 
itoff? Thatisthe problem. It isa difficult one. 

Mr. Rreutman. It apparently must be decided on the cost factor 
of disposing of the commodities that you have. 

Mr. Dantets. That is right. 

Mr. Rrenuman. We suspect that is true. 

Mr. Dean. We would like to see this. For example, on our driable 
beans, when we get down to a rather small inventory, we do change 
the policy and do sell less than carload lots. In other words, 300 bags. 
A carload lot of beans is 600 bags. When we get ready to clean up 
for our inventory management program, we of necessity get away 
from the carload basis. But the general policy is carlots only. 

Mr. Dantets. I might also say for the record that in dried milk, 
there are some operators in dried milk who do specialize in the busi- 
ness of shipping, and this is important export, filling out shipments 
of maybe a ton and a half or 2 tons or 5 tons. Those men buy a car- 
load of milk and then they work on their inventory. 

Mr. Rreutman. Certainly, Mr. Chairman, I don’t want to pass judg- 
ment on the Department’s decision in disposing of these surpluses in 
carload lots, but I know the committee is interested in small business 
having an opportunity to participate in the procurement of these sur- 
plus items and disposing of them to their advantage. 

Mr. Murer. What is the practice where you have identical bids for 
small quantities, say you have two bidders and each wants a carload 
lot and they are identical bids ? 
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_Mr. Dean. If I understand your question, we have two small people 
give us a bid and the bids are identical. We accept both bids. We 
accept both. 

Mr. Mutrer. I wish somebody would, if they can, reconcile for me 
your policy, of competitive bidding on sales, with your policy of nego- 
tiating on barter. 

Mr. Dean. May I open it up, Tom, if you don’t mind. The general 
sales manager’s office was established on July 1, 1955, to give special 
emphasis to disposing of CCC stock. Up until that time, as Mr. Dan- 
iels pointed out, the policy had been to sell at a fixed price. In other 
words, each month we name the commodity and put a price on it, 
which meant that every other producer in the country who had those 
commodities could get right underneath our price. So beginning on 
July 1, the complete policy was changed, in reference to sales for dol- 
lars because we feel pretty keenly that the market determines the price. 
So our policy is strictly on a competitive bid basis with a complete 
2znnouncement to the trade in reference to the quantity and in reference 
to the quality. Oats, for instance, heavy white oats No. 3 or better, 
there is a premium if they are better oats, a discount if they are a lesser 
quality, so that when a bidder bids, he has all the information that he 
needs to give us the best price that he can. 

We feel from our end, from the sales end, that that is the way. 
Let the market determine the price. 

You’ve got two factors, you’ve got the volume and you’ve got 

rice. 
. Mr. Mutter. I’m in agreement with that, but what I can’t under- 
stand is why you can’t follow the same procedure in the barter. Why 
can’t the man offering the other product in exchange, he has to come 
in and do the same thing and bid in the open market. for your surplus 
commodity. 

Mr. Rawtinos. Sir, on the agricultural side of it, the payment for 
the materials they deliver are received in agricultural commodities. 
We sign a contract and say the firm has 6 months to take the agricul- 
tural commodities. The contract is based on wheat, which is a daily 
quoted item and whatever day they accept it on that is the price. As for 
the rest of the commodities they go in and bid the same as they do for 
export sales, except that the firms they say this shall apply to barter 
contract number so and so, and if they are successful, they apply it 
to the barter contract. If they are not successful they just haven’t got 
anything and try later. So we are identical and the prices are the 
same as the sales manager’s method. 

In other words he sets the price. 

Mr. Mutrer. The price is at the time of the bidding, not at the 
time of delivery. 

Mr. Rawurnas. Yes, sir; it is set at the time they bid. In other words 
it is exactly parallel for the sales and the barter. The only thing is 
in the case of sales, when the man pays cash, in the case of barter you 
apply it to the barter contract against the credit he has for the material 
delivered. 

Mr. Mutter. One other point. You refer at the bottom of page 2 
and top of 3 to the announcements to the trade as to financial re- 
sponsibility of the offerer or bidder. You seem there to put the 
entire burden on him to come in and establish that he is financially re- 
sponsible. Don’t you require deposits with these bids? 
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Mr. DAniers. Oh, no; if you required a deposit with these bids, 
you’d rule out everyone except the very largest, because of the volume 
of business. We try to follow in our sales program, we try to follow 
trade customs, trade habits, now when people in the grain trade are 
buying and trading in private trade, you don’t require bids. You 
require a statement, a financial statement from a man assuring of his 
financial responsibility. 

Mr. Mvtrer. But I think this is directly contrary to all Government 
practice whether Federal, State, or municipal, that the Government 
agency reserves the right to refuse to consider an offer if the agency 
does not have adequate information of financial responsibility of the 
offerer to meet contract obligations contemplated in the applicable 
announcement. 

I think that is contrary to most practice. The man is presumed to 
be financially responsible unless you have some reason to believe he is 
financially irresponsible, and then if you do think he is financially 
irresponsible or can’t meet the terms I think before you refuse his 
offer you certainly ought to say to that man we have some doubt as to 
your financial responsibility. Come on in and justify yourself. 

That is what the other Federal agencies do. If there is doubt 
whether a man can qualify or whether he can perform under the con- 
tract, whether his financial responsibility is sufficient, they hold up 
the award and say “You come in and justify your position. Let’s see 
that you can do it.” 

They just don’t refuse the bid or reject the bid on that ground. 

Mr. Dean. This is the same wording, Congressman Multer, that we 
use in all of our standard contract forms when we purchase materials. 

Mr. Mouvrer. Whether your department uses it in all the forms or 
not, it is directly contrary to what other Government agencies do. 
I think it should be changed. I don’t think you should put the burden 
on the man to justify his position in making the bid unless you say 
to everybody you come in and file financial statements before you file 
bids. I think you owe him the obligation if he submits the bid if you 
have any doubt as to his financial responsibility and you have nothing 
on file, before making the award, say to him, show us you are financially 
responsible. 

Mr. Dean. We do that in lots of cases also. 

Mr. Mutter. Why hasn’t it been in all cases?) Why should there be 
any discrimination? Why should there be any discretion by anybody 
as to that particular exception? Why shouldn’t it be one rule as to 
everybody? I think either you require everybody to send in financial 
statements with their bids at the time or before you reject an offer you 
= “Come in and establish your responsibility” before rejecting his 
offer. That is the way other agencies work. 

Mr. Dean. I’m not sure. This language is new language, Con- 
gressman Multer, put in due to an experience we had about 2 months 
ago in working with Congressman Fountain’s Committee on House 
Operations. He didn’t ask us to do it but as an outgrowth of a case 
we got into, we adopted the same language that we use in a pur- 
chase contract. 

_ Mr. Mutter. I don’t find fault with your requiring these people to 
justify or to qualify financially. But i do think there should be no 
discretion as to the manner in which they are going to be required to 
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do it. Everybody should be on the same basis. Either they all file 
oe of financial responsibility with their bids or in advance of their 
vidding, or that no bidding be rejected until a man be given an op- 
portunity to show that he is financially responsible. 

Mr. Ricuarps. Mr. Chairman, I might comment there. I don’t 
think it is as much of a problem as maybe you have gotten the im- 
pression here it is, because most of these people are bidding every 
day and every month and it is only the new person that gets in 
where you have to check on him and we have had a few unfortunate 
experiences where it did not pan out, but by and large I think 95 per- 
cent of the people that you do business with, jo 

Mr. Dean. We have only had one bad experience. 

Mr. Dantes. Ninety-nine and nine-tenths percent I would say. It 
is just the occasional one that comes up, and the unfortunate part of it 
is this, as Mr. Dean mentioned in this particular case. There was a 
large volume, there was 70,000 tons involved, and the country to which 
the commodity was going was in urgent need of this commodity, and 
the bidder, the high bidder, was a new person who none of us knew 
anything about. And under the terms and conditions he was supposed 
to file a letter of credit I think 5 days, wasn’t it, John 

Mr. Dean. Five days before delivery. 

Mr. Dantets. Five days before delivery. Five days before delivery 
came and there was no letter of credit, and in fact all we got was 
promises until the thing stretched to 9 days after the time when it 
should have been filed, and we were just left dangling and there was 
70,000 tons involved. 

The country to which it was going was in urgent need of the com- 
modity, and we were forced to declare them in default, and it ,did 
cause quite a lot of trouble and the commodity had to be reissued. 
In fact, we had to in that case make an exception in order to expedite 
the delivery, go from country to country on the deal. Then we caused 
some concern on the part of American exporters. Why were we going 
country to country? All we are saying in this is that we just must 
have some authority to exercise in this because we have ships to meet 
and we have certain conditions imposed on us that demands some- 
times very quick action, and this wording in here was put in there 
with the idea of being fair to everybody and also being fair to us in 
operating this big business. 

Mr. Muvrer. What you say points up, I think, all the more necessity 
for requiring them to submit with their offer proof of financial re- 
sponsibility, but I don’t think it justifies your reserving the right to 
reject his bid even though the man may be financially responsible. 

If you reject the bid and accept somebody else’s bid, it may be 
lower, it may be higher, it may be different terms. If somebody 
reasonably believes a man is financially irresponsible, he should be 
given the chance to establish his financial responsibility. 

We have the same situation as a result of hundreds of complaints 
to the Congress and to our committee which has caused us to write into 
the law a provision permitting the small-business man to go into the 
Small Business Administration and get a certificate of competency 
because we found that as to a man who was competent, that somebody 
improperly exercised his judgment or exercised bad judgment, not 
necessarily in bad faith, and rejected the man’s bid on the theory that 
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he was not competent. And by the time he got around to have his 
investigation and prove he was competent, somebody else had fulfilled 
the contract... 

The law now provides that as to procurement, the man has a right 
to stop the award while he gets an opportunity to go in and establish 
his competency and if he gets that certificate he gets the award if he 
is otherwise the low bidder. I think that you might easily follow that 
procedure rather than the procedure you are following here, because 
while everybody around you may be acting in good faith today, you 
don’t know when some is gomg to make a mistake either of judg- 
ment or intentionally, mud hurt somebody who should be having his 
bid accepted. 

Mr. Dean. Congressman Multer, you are saying we have gone too 
far. Other people have said “What you have done is the thing you 
need to do and we will just take another look at it.” 

Mr. Murer. The point I raise is not whether you went too far 
or you did not go far enough. The point I am raising is that I think 
you ought to treat everybody, all bidders on the same footing, and not 
leave it to some officer in the agency to determine when he will do one 
thing and when he will do another. If everybody is required to do 
the same thing at the same time nobody can complain. 

Mr. Dean. We had the second case after the outgrowth of this, we 
hhad a second case that came up in the same office, a new bidder, no- 
body knew anything about him. He was the high bidder. So we 
worked rather rapidly on bids: We got them in one day and accepted 
the next day just after the close of the market. We asked our people 
in this office to check on this person that submitted the bid. We ran 
a check on him and he was a delicatessen operator. So based on that 
we asked him to immediately put up his letter of credit, and no letter 
of credit was ever forthcoming. 

Now most of the people, as Mr. Richards pointed out, do have on file 
with us a file of a financial statement; we could require that every case 
have a financial statement. 

Mr. Mutrer. At least require it where you don’t have it. Instruct 
the people to send it in at the time they bid. 

Mr. Dean. Right; yet that statement changes depending on the 
condition of the business. Today it may be gilt-edged, tomorrow it 
may not be worth the paper it is on. . 

Mr. Mvuurer. That is very true. Now suppose a man who has been 
rated AAA, he has been doing business with you, you have had no 
trouble but he sends in a bid and you get a note in the same mail from 
one of his competitors, “This man is about to go bankrupt,” what are 
you going to do, reject his bid or are you going to call upon him to 
qualify ? 

Mr. Dean. I think in that case I’d immediately ask him to put his 
letter of credit up and not wait the 5 days under the contract. I'd 
find out whether the competitor was telling the truth or not. 

Mr. Murrer. Suppose somebody else, however, in the exercise of 
good judgment acting in good faith says, “Oh, well, now we’re in 
trouble, we’re not going to take this man’s bid,” and you just reject 
the bid. You have the right to do it under that announcement. 

Mr. Dean. Yes; that is true. 

Mr. Muurer. Isn’t that unfair? 
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Mr. Dean. As Mr. Daniels pointed out,-our field people do. not ac- 
cept or reject bids. All of those bids come in to us. Our judgment 
may be wrong. : 

Mr. Muurer. On page 5 where you refer to the fact that you will 
allow the exporter 3 years to pay provided he passes the benefits on 
to the foreign importer, does that mean that he must extend the same 
term of credit to the foreign importer ? 

Mr. Dean. Not necessarily. We might say that we developed the 
credit program, Mr. Multer, for the people that you have in mind, 
and we are actively trying to work with those people. Some of our 
representatives have just returned from a meeting on the west coast 
with Department of Commerce people, explaining this particular 
credit program. The opportunity is there if they want to use it, and 
in addition I would like the record to show that on our monthly 
announcements and on our sales announcements copies go to the small 
defense offices all over the United States plus here in Washington, 
so if any small-business man comes in they ought to be in a position 
to say this is what the commodities are for sale. 

Mr. Mutter. Mr. Daniels, two items referred to in your statement 
are attached to it. Do you want to make them part of our record? 

Mr. Daniels. Yes. 

Mr. Mutter. Without objection they will be made a part of the 
record. 

(The document referred to is as follows:) 


UNITED STATES DEPARTMENT OF AGRICULTURE 
ComMoptItTy CREDIT CORPORATION 
CoMMOoDITY OFFICE 


Dallas, Tex. 


May 25, 1956. 
Announcement GR-DL-130 revised. 


SALE or Rye For Export 


The United States Department of Agriculture hereby announces contemplated 
sale by Commodity Credit Corporation (hereinafter referred to as CCC) of 
quantities of rye for export on a competitive bid basis. Sales will be made subject 
to the provisions of announcement GR-212, as revised November 15, 1955, or 
announcement GR-301, as revised July 28, 1955. The terms of announcement 
GR-212 or GR-301, as revised, whichever is applicable, are made a part of this 
announcement and are applicable as terms covering the resulting contract except 
where the same are inconsistent with this announcement or inconsistent with 
the terms of the confirmation of sale issued by CCC. Annoucement GR-212 or 
GR-301, as revised, this announcement, the applicable supplement, the purchaser’s 
offer and the confirmation of sale issued by CCC will constitute the contract for 
the sale of such rye. 

This announcement should be retained for future reference. Information as 
to bid and acceptance dates, required notice prior to delivery, time of delivery 
and export, grades, locations, quality and quantities available for sale are 
stated on the supplement to this announcement. When the provisions of supple- 
ments to this announcement are inconsistent with this announcement, the 
provisions of the supplement shall apply. ? 

CCC reserves the right to reject any or all bids. CCC shall have the right 


to accept all or any part of any bid unless the bid specifically states “all or 
none.” 
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I. EXPORT AND PROOF OF EXPORT 


The times stated in the supplement for notice and acceptance of delivery, 
exportation, proof of exportation, and payment are of the essence of this agree- 
ment. Purchasers must comply with all of the provisions of announcement 
GR-212 or GR-301, as revised, whichever is applicable, and will export and 
furnish proof of exportation to CCC as required by the applicable announce: 
ment. In the event purchaser fails to timely export and timely furnish proof of 
exportation, the purchaser agrees that the price of the rye sold hereunder will 
be raised and the purchaser will be held and bound for payment to OCC of the 
amount of the statutory minimum sales price for unrestricted use of the com- 
modities, or the sales price announced by CCC for sale of unrestricted use of 
the same class, grade, and quality of commodity in effect on the date of sale, 
or if no. such sales price has been announced, the domestic market price as 
determined by COC in effect on such date, whichever is higher. For more 
particularity, reference is made to sections Nos. 6 and 7 of GR-212, as revised and 
sections Nos. 7 and 8 of GR-301, as revised. 


If. QUANTITY AND QUALITY 


The quantity and quality of rye sold under this announcement~ shall be 


_ determined on the basis of official weights and grades. 


Ill. HOW TO SUBMIT AN OFFER TO PURCHASE 


(a) Offers to purchase must be made by letter or telegram. Letter bids must 
be submitted in sealed envelopes plainly marked “Do not open until prescribed 
time per announcement No. GR—DL-—130, revised.’ Such offers must be addressed 
to: C. H. Moseley, Director, CSS Commodity Office, USDA, 500 South Ervay 
Street, Dallas, Tex. 

(bv) Bids must specify whether they are subject to announcement GR-212, 
as revised; or whether they are subject to announcement GR-301, as revised. 
(In the event a bid is subject to announcement GR-301, the purchase authoriza- 
tion number must be given) ; also, 

(c) Quantity. 

(d) Price per bushel. 

(e) How payment will be made. (If by barter, the barter contract number 
must be indicated.) 

(f) Signed by the offeror and contain the address to which CCC may transmit 
notice of acceptance. 

(g) All bids must make reference to this announcement and the appropriate 
-supplement under which the bid is submitted. 


IV. DELIVERY 


(a) Unless otherwise specified in the supplement, CCC shall have the right to 
select the port from which rye is required by the contract to be delivered. 

(b) Title to the rye and risk of loss will pass to the purchaser as per announce- 
ment GR-212, as revised, or announcement GR-301, whichever is applicable. The 
purchaser agrees to aceept delivery and make payment of the purchase price 
pursuant to contract under this announcement. Failure of the purchaser to give 
notice as provided in paragraph (@) above, to accept delivery, to export, to fur- 
nish proof of exportation, or to make payment within any of the times provided 
by contract will authorize CCC to declare the purchaser in default 

(c) CCC will not assume responsibility for inability to make delivery on a 
‘Specified date in the event of a rail car shortage, embargoes, or any other 
factors over which CCC has no control. If actual delivery is not accomplished 
during the period of time within which the-purchaser must under the contract 
accept delivery as set forth in the supplement and/or confirmation of sale, or in 
the event of the failure of the purchaser to obtain and have available and ready 
for loading at the proper berth a suitable vessel for accomplishing delivery on the 
date the purchaser has notified CCC of the estimated time for the arrival of such 
‘vessel, the purchaser will (unless such time be extended by CCC in writing) be 
liable for all damages and losses incurred by CCC as a result of failure to accept 
delivery or load, as the case may be, on the date scheduled ; damages and losses 
shall include, but are not limited to additional storage charges, rail or barge 
demurrage charges, and deterioration of grain. 
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Vv. FINANCIAL ABRANGEMENTS 


Unless otherwise provided im ¢he supplement and/or cenfirmation .of sale, 
financial arrangements shall be made as provided in GR-212, or GR-301_as 
revised, whichever is applicable, for the full value of the rye. If-GR-212 is 
applicable and payment is desired te be made through the use ef barter funds,. 
the bidder must include in his bid a request to apply to barter contract. 

On all bids requesting application to barter funds if barter funds are not 
available, CCC will notify purchaser and the purchaser must immediately make 
other financial arrangements as provided in GR-212. 

COC reserves the right to refuse to consider an offer if CCC does not have 
adequate information of fimancial responsibility ef offerer to meet contract obliga- 
tions of the type contemplated in the applicable announment. If a prospective 
offerer is in doubt as to whether CCC is acquainted with his financial respon- 
sibility, he should either submit a financial statement to the office shown in 
paragraph III A prier to making an offer, or should communicate with.the office: 
to determine whether a statement is desired in his ease. When satisfactory 
financial responsibility has not been established, CCC also reserves the right 
to consider an offer only upon submission by offerer of an acceptable surety bond 
guaranteeing performance of any contract resulting from such offer whether or 
not the announcement requires such bond. 


VI. PAYMENT OF STORAGE CHARGES 


CCC will pay storage charges through the date of delivery but the purchaser 
will be required to pay CCC immediately wpon demand at the rate forty-seven 
one-thousandths cents per bushel per day for any storage accruing after 30 days 
from the date of confirmation of sale. Storage obligations of the purchaser 
not described in this contract shall not affect the duties of the purchaser or any 
of the rights of CCC stated in the terms of this agreement. 


Vil. ACKNOWLEDGMBNT AND COMPLIANCE 


Offerers by submission of bids hereunder acknowledge that they are familiar 
with the terms and conditions of announcement GR-212, as revised, and announce- 
ment GR-301, as revised, under which bids are submitted. By submitting any 
bid, offering to purchase rye under this announcement, the offerer acknowledges 
and agrees that if such bid is accepted, he (the offerer) will perform all of the 
obligations inrvposed by the terms of this announcement, the supplemental 
announcement, the bid, the confirmation of sale, and GR-212, as revised, or 
GR-301, as revised, whichever is applicable, including but net limited to the 
provisions thereof in regard to exportation, proof of exportation, payment, and 
delivery. 

C. H. Mosetey, Director. 


DL—Form No. 216-CO 
(Revised April 12, 1956) 


Norice TO EXPORTERS 


The following is applicable-to all export contracts: 

The Department of Commeree, Bureau of Foreign Commerce, pursuant to 
regulations under the Export Control Act of 1949, prohibits the exportation 
or reexportation of any commodities to the Soviet bloc or Macao and certain 
commodities to Hong Keng, except under license issued by that office. These 
regulations further require that, effective July 7, 1955, persons making an 
export shipment which consists entirely or partly of a commodity originating 
from a CCC export sales transaction amounting to $100,000 or more of agri- 
cultural commodities file with the collector of customs 1 copy (in addition 
to any copies required for other purposes) of the shipper’s export declaration 
and send to Bureau of Foreign Commerce, Washington 25, D. C., 1 copy of 
the on-board B/L on all such shipments. Each of these documents must bear 
the notation “FC-—1210” in the upper right-hand corner. Where the purchaser 
from CCC sells the commodity toe other persons for export, the persons doing 
the exporting must file the required shipping documents. 
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DEPARTMENT OF AGRICULTURE, COMMODITY STABILIZATION SERVICE 


Washington, D. C. 
JUNE 11, 1956. 
Norice To TRADE 


All parties interested in making offers for commodities announced for sale 


by CCC pursuant to sales announcements including GR-212, GR-261, GR-262, 
GR-301, GR-302, GRT-318, issued by the Grain Division must, prior to sub- 
mission of such offers, make sure that the office to which offer to purchase is 
directed has adequate information as to his financial responsibility to meet 
contractual obligations of the type contemplated in the applicable announcement. 

The office contacted will, upon request, advise prospective offerer if the in- 
formation in its possession is acceptable, or if a financial statement is required. 
When satisfactory financial responsibility has not been established, CCC may 
consider an offer only upon submission by oefferer of an acceptable surety bond 
guaranteeing performance of any contract resulting from such offer. 

All sales announcements issued by the Grain Division and the several CSS 
commodity offices either have been or are currently being amended te incorporate 
the following: 

“CCC reserves the right to refuse to consider an offer if CCC does not have 
adequate information of financial responsibility of offerer to meet contract 
obligations of the type contemplated in the applicable announcement. If a 
prospective offerer is in doubt as to whether CCC is acquainted with his financial 
responsibility, he should either submit a financial statement te agency prior to 
making an offer, or should communicate with the office named in the announce- 
ment to determine whether such a statement is desired in his case. When 
satisfactory financial responsibility has not been established, CCC also reserves 
the right to consider an offer only upon submission by offerer of an acceptable 
surety bond guaranteeing performance of any contract resulting from such 
offer whether or not the announcement required such bond.” 


Mr. Rrentman. I wonder what portion of your sales are for resale 
to other companies; do you know? 

Mr. Dean. To other countries or 

Mr. Rreutman. No; other companies. 

Mr. Dean. I have no way of knowing. 

Mr, Rrentman. Domestic sales? 

Mr. Dean. On domestic sales we get 105 plus reasonable carrying 
charges if they are basic commodities or a stowable commodity under 
section 407. 

Mr. Mutter. I’m going to place in the record with Mr. Riehlman’s 
consent an editorial from page 10 of the Wall Street Journal of Tues- 
day, July 10, 1956, and I will ask you gentleman to read this article 
at your leisure and send us your comments on it. It wouldn’t be fair 
to ask you to comment on this at this time, but we do ask you to read 
it and then send us your comments. 

(The document referred to is as follows :) 





REVIEW AND OUTLOOK 


The Hobbling Crutch 


The sad saga of Government stockpiling, recounted in this newspaper the 
other day, proves once again that it’s easier to start a bad Federal habit than 
to stop it. 

Ostensibly the stockpile is designed to give the United States a sizable in- 
ventory of some 70 strategic items on which it could rely in case of war. The 
theory itself is sensible enough, but what the stockpile has increasingly become is 
a gigantic price-support operation, comparable in its cost to the taxpayer with 
the farm surpluses accumulated through the effort to prop farm prices. 

And there is no sign the Government will be getting out of the “strategic” 
price-propping business any time soon. Indeed it is getting in deeper. 
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For example, the stockpile goals for a number of commodities like tungsten, 
fluorspar and asbestos have already been met. Yet Congress is now busily 
writing a law which calls for continued Government buying of these things for 
another 2% years. That, however, is considered only a stopgap; next year 
the administration will present Congress a long-range plan for aiding the mining 
and minerals industries. 

Thus a limited defense program has degenerated into a seemingly intermin- 
able civilian subsidy. And the pity of it is that there is an imexorable logic in 
this unedifying progression. 

The very fact that the Government goes into the market to buy the products 
of an industry—for whatever purpose—provides a crutch for that industry for 
the time being. When the buying goes on for 10 years, as it has in the case of 
the strategie stockpile, the crutch comes to be regarded as a natural part of the 
industry’s anatomy. Let the Government threaten to remove the crutch and 
the screams would make you think it planned to amputate the industry's legs. . 

It would be idle, though, to denounce the mining companies and their solicitous 
legislators for reacting this way. After all, they have some large precedents 
for demanding perpetual subsidization. If it is right and proper for the Govern- 
ment to waste billions of tax dollars buying and storing unwanted fruits of the 
soil, what is wrong with having the Government do the same with unwanted 
fruits of the earth’s crust? 

Moreover, the stockpile’s beneficiaries can note that the farm program also 
had a defense purpose once upon a time. Congress established rigid high-price 
supports to encourage maximum production during World War II, then kept 
them for nearly a decade after the war. If it is all right for the farm program 
to shift from defense to naked subsidy, why isn’t it for the stockpile? 

Why indeed? And if you grant these premises, then obviously it follows that 
the Government should step in to subsidize any industry that for whatever 
reason is having a tough competitive time. As the stockpile story suggests, 
that is by no means a fanciful possibility. 

The trouble is not with the reasoning of those who want this stockpile sub- 
sidy. The trouble is the basic assumption that it is the Government’s duty to 
rush about propping up the economy. The danger is that it will be realized too 
late that this Federal crutch is not a help but a hobble. 


Mr. Mctrer. Thank you, gentlemen, for your cooperation. I notice 
that Dr. Flemming has arrived now. He has been sitting here for 
some minutes. We will ask him to come forward with any of the 
members of his department that he would like to have join him at 
the table. 

Doctor, we are pleased to have you with us. 

Mr. Fiemmine. Mr. Chairman, I’m very happy to be here. 

Mr. Murer. Is there anyone else who will join you whom you want 
identified for the record ? 

Mr. Fiemmine, Mr. Kendall, our General Counsel, is here with me 
and will participate. 

Mr. Mutter. Dr. Flemming, before you came in I made the observa- 
tion that if by any chance any of the questions directed to witnesses 
call for classified information, you will advise us accordingly and we 
will not take it here. You can submit it to us later so that it will not 
become part of the record and will be used only by committee members. 

Mr. Fiemmrinc. Thank you very much. 

Mr. Muurer. We have incidentally also made part of our record 
your release of July 9, 1956, No. 502 with reference to stockpile of 
materials and materials for the strategic stockpile and supplemental 
stockpile. 

We would like to have you give us any general statement you would 
like to present to us at this time in connection with the barter trans- 
actions in which your agency and the Commodity Credit Corporation 
participated. 
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STATEMENT OF ARTHUR S. FLEMMING, DIRECTOR, OFFICE OF 
DEFENSE MOBILIZATION, ACCOMPANIED BY CHARLES H. KEN- 
DALL, GENERAL COUNSEL 


Mr. Fiemmine. Mr. Chairman, and Congressman Riehlman, I do 


not have any general statement. I thought I would be very happy to ~ 


respond to any questions you may have in mind regarding our activi- 
ties in this particular area. 

Mr. Mutter. We would like to know what, if anything, is being 
done, whether there are any general directives on the subject, any 
specific directives, and generally what, if anything, is done so as to 
get the maximum participation by small business in the stockpiling 
program, particularly with reference to that part of it which is con- 
cerned with bartering surplus commodity products for items that go 
to the stockpile. 

Mr. Fitemmrne. I think possibly the best way to respond to your 
question would be to just briefly indicate the role of the Office of 
Defense Mobilization in this area. First of all as far as the stockpiling 
of strategic and critical materials is concerned, the Office of Defense 
Mobilization of course does have the responsibility of setting the over- 
all objectives, and then having established the overall objectives, we 
have the responsibility of providing the General Services Admin- 
istration with purchase directives to require the materials that 
are needed in order to reach those objectives. Our directives to 
the General Services Administration of course indicate the amounts 
that they are authorized to acquire during any given period, 
and also include the specifications that are to be followed by the General 
Services Administration in making the purchase. At that point the 
General Services Administration picks up as the procurement agency 
of the Government and goes out into the market to acquire the 
materials. On the barter side of the picture up to just a few weeks 
ago when Congress passed a new agricultural act or amendment to 
the existing act, our role could be described in this way. When we 
have sent our directives to the General Services Administration, we 
have specified the materials that were needed, of course, to fulfill 
either our minimum or our long-term stockpile objectives, and have 
specified the materials that they could acquire through the Department 
of Agriculture by barter if they decided that that was the test way 
in which to acquire the materials. 

They in turn, of course, would then inform the Department of 
Agriculture of what they were in a position to acquire by barter in 
order to put into the stockpile. The Department of Agriculture, of 
course, looked with favor on that kind of a procedure because that 
meant that they acquired dollars for the materials. 

Then in the Agriculture Act there was a section 104 which provided 
that if they acquired foreign currencies for the surplus agricultural 
goods, they colt then use those foreign currencies for a number of 
purposes and one of the purposes that they could use the foreign cur- 
rencies for was to acquire strategic and critical materials for a sup- 
plemental stockpile, and the Congress in passing that act provided 
that the supplemental stockpile was to be over and above the needs 
of our strategic stockpile, e law item that the President was 
to indicate the materials that were to be purchased or contracted for 
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from time to time to go into the supplemental stockpile, the Presi- 
dent delegated that authority to the Director of the Office of Defense 
Mobilization. As you probably know, there was not a great deal of 
activity under that particular section. ‘The amendments to the act 
that were passed by the Congress and approved by the President at 
the present session now specify that the materials that the Depart- 
ment of Agriculture acquires, that is the strategic and critical mate- 
rials that the Department of Agriculture acquires by barter under 
section 303 shall be placed in the supplemental stockpile unless they 
are acquired for the strategic stockpile or for some other purpose. 

That means then that in view of the fact that these materials are 
to go into the supplémental stockpile, we are under the President’s 
Executive order directed to specify from time to time the materials 
that may be acquired and may be put in the supplemental stockpile. 
I think it should be kept in mind that Congress specifically said that 
this supplemental stockpile was to be over and above the needs of the 
strategie stockpile. 

It went as far as they could also in insulating those materials by 
providing that they could not be released from this supplemental 
stockpile except by act of Congress and in that respect the supple- 
mental stockpile differs from the strategic stockpile because under 
the strategic stockpile the President can “yelease the materials when 
he finds that it is necessar y to do so in the interest of national defense. 
So that actually the pr actices that are followed either by the General 
Services Administration or by the Department of Agricu ilture in ac- 
quiring materials after we have authorized them to acquire them are 
practices and standards which those two agencies work out. 

Mr. Muurer. Does your Department issue any directives with ref- 

erence to who may or may not participate in the program ? 

Mr. Ftemmune. No, Mr. Chairman; we just simply—you see, actually 
we do our business initially through the General Services Administra- 
tion as the general procurement agency for the Government, and they, 
in turn, get in touch with the Department of Agriculture. 

For ex: sample, this release to which you referred I released just the 
other day. The General Services Administration has this directive 
now, and I feel sure they in turn are getting the communication ready 
to transmit to the Department of Agriculture, 

Mr. Rirutman. I don’t think I have any general question but to 
clarify it, to clarify the ODM’s position in this matter; apparently you 
come to the decision as to the quantity you want to procure? 

Mr. Ftemning, That is correct. 

Mr, Rieutman. For stockpiling, and you pass that on toGSA ? 

Mr. Fiemuine, That is right. 

Mr. Rieni_Man. Now, are there any particular restrictions or guide- 
lines given to GSA in respect to this procurement procedure? Or is 
it left ‘entirely toGSA? 

Mr. Fiemuine. Normally the only type of restriction that we would 
impose on GSA would be the restrictions that are reflected in the speci- 
fications, that is, we specify the quality of material that is desired in a 
partic ular instance, and then, of course, we do indicate, we do specify 
that in acquiring the materials, they are to give preference to domestic 
sources of supply, that is, domestic oducers, before they acquire 
materials from outside this country. That type of general restriction 
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we do place upon the General Services Administration, but those are 
more or less. policy restrictions rather than detailed restrictions 1 
terms of how they go back toaequiringthe material. 

Mr, Muurer. Doctor, in the first part of your directive you refer 
to the fact that the following materials may be acquired to meet mini- — 
mum or long-term stockpile objectives. Apparently there is no direc- 
tive that they shall be acquired. 

Mr. FiemMine. Well, it is an order placed with the General Serv- 
ices Administration to go out and acquire the materials that are listed 
there in certain quantities, Of course, we don’t specify the quantities 
in the release, beeause that is classified material, and they regard it 
as a directive. In other words, they regard it as an order from us to 
go out and acquire those materials if they can acquire them in those 
quantities. 

Mr. Mutrer. In what I call the third part, because the second part 
refers to a transfer of items already cade. in the third part there 
is a further authorization to purchase by barter or exchange for the 
strategic and supplemental stockpiles various items. Is that also in 
the inne of a directive rather than merely permission for them to 

uy 

Mr. Fiemoine. Yes; for example, the actual procurement directive 
I have in front of me here, and it says the General Services Adminis- 
tration is hereby authorized and directed to purchase, and so on, so it 
is both an authorization and a direction. 

Mr. Mvurer. And which part of this goes to strategic and which to 
supplemental stockpile is classified ? 

Mr. FiemMine, Yes; if that is the material which you mean. 

Mr. Murver. Yes. 

Mr. FiemMine. Yes; and the quantity. 

Mr. Mvuvrer. Yes. 

Mr. Fiemmine. If all of a particular material is going to the sup- 
plemental stockpile, I can certainly provide that for the record. 
mean if there are any materials here where all of it would go into 
the Sapeneernte stockpile, I can provide that for the record. I don’t 
actually have the breakdown here. 

Mr. Mcurer. Lf you will, supply whatever can be properly supplied 
for the record. 

Mr. Fiemaine, I'll be very happy to. 

Mr. Mcurer. And whatever you can supply to us which you feel 
should be kept off the record you will indicate that separately. 

Mr. Fiemme. Yes, sir. 

Mr. Muurer. I don’t know whether you were here when the men 
from the Commodity Credit Corporation testified, but I understoed 
them te say that although they had not yet received the directive they 
did reeeive a copy of the release, and they said they had no present 
intention of buymg any industrial diamonds despite the directive. 
That is what caused me to ask the question whether or not this was 
merely a directive eiving them permission to buy or, as you just indi- 
cated, authorizing and directing to buy. 

Mr. Fuewuine. Of course, when ao get over to the supplemental 
stockpile, it is filled only as a result of barter transactions, and of 
course that involves considerations not only of the material that is 
to be acquired but considerations surrounding the surplus agricul- 
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tural products, so actually I think in this particular instance on the 
supplemental stockpile, I doubt that we are in a position where we 
can just direct them to go out and in a given period of time acquire 
a particular quantity, because they have got to balance over against 
the desirability of getting the materials, the kind of a barter transac- 
tion they can work out involving surplus foods. 

Mr. Mut rer. They have got to take into consideration the effect on 
the market in buying all these other things. 

Mr. Firemmine. That’s right. 

Mr. Mutrer. I didn’t mean to imply your directive meant they had 
to go out and buy tomorrow or the day after or even within any given 
period of time. But it seemed to me it would require some clarifica- 
tion on the record in view of their statement that they had no present 
intention of complying. 

Mr. Fiemmine. Yes; I think you are right on that. 

The directive to GSA is phrased in such a way as to primarily of 
course carry forward our program for acquiring materials for the 
strategic stockpile. In the case of GSA, it is an authorization and a 
direction to go out if they possibly can and acquire those materials in 
the quantities indicated. 

Mr. Moutrer. Tell me, once these diamonds are acquired as part of 
these barter transactions, are they then within the control of the Com- 
modity Credit Corporation or within the control of your department 
or who would have control of them ? 

Mr. Fremmine. Well, let’s say that industrial diamonds are ac- 
quired under the recent amendment to the Agricultural Act. 

Congress says that they shall go into the supplemental stockpile, 
and once they have gone into the supplemental stockpile, they are 
under the control of the Congress, because no one can do anything 
with them except by authority of the Congress. 

Mr. Rrenuman. Mr. Chairman, do I understand correctly. using 
the diamonds as an illustration, that all of the diamonds which are 
procured through this bartering program with the Agricultural De- 
partment are going into the supplemental stockpile? Is that correct? 

Mr. Fremmine. Under the recent amendment to the law, it says 
that unless they are acquired for the strategic stockpile—and it does 
say “or for other purposes.” 

That is what the law says they shall go into the supplemental 
stockpile. 

Now I think I am right in saying “for other purpose.” The pro- 
vision is— 
strategic and other materials acquired by the Commodity Credit Corporation 
as a result of barter exchange of agricultural commodities or products, unless 
acquired for the national stockpile established pursuant to the Strategic and 
Critical Materials Stockpiling Act, or for other purposes, shall be transferred 
to the supplemental stockpile. 

The Commodity Credit people could indicate undoubtedly whether 
those words “or for other purposes” have real meaning in terms of 
their day-by-day operations. 

I don’t know about that, but unless they are specifically acquired 
for that strategic stockpile or for some other purpose, then they must 
go into the supplemental stockpile. 

-The word “shall” was put in there, as I understand it, very de- 
liberately. Before that the materials acquired under this section 303 
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by barter were in the custody of the Department of Agricniane and 
ye could take such action regarding the materials as they desired. 

In other words, those materials were hanging over the market 
under those conditions, 

But as I understand the intent of Congress here, it is to make sure. 
that they do not hang over the market, that they go into the supple- 
mental stockpile and that they are insulated and stay there until 
Congress directs that something be done with them. 

Mr. Mutter. Tell me, in your opinion to whom should the Congress 
look for guidance as to when if at all any of these items should come 
out of the stockpile? 

T mean to what agency of Government ? 

Mr. FLEMMING. Well, I suspect that if a bill were introduced let’s 
say providing that some of the materials should come out of stock- 

ile, this supplemental stockpile, that it would be sent down to the 
Burden of the Budget for comment, that the Bureau of the Budget 
would send it out to a number of agencies. 

We would certainly be one of the agencies that they would refer 
the matter to, in the case of some of the materials the Department 
of the Interior would be one of the agencies asked to comment on it, 
Connie in the case of others, and I suppose in still others Agri- 
culture. 

It would be up to the Bureau of the Budget then to bring together 
an executive branch position in response to the bill that had been 
introduced. . 

Mr. Rrentman. Wouldn’t it be possible, Doctor, for some agency 
of the Government to inspire legislation to be introduced ¢ 

Mr. Ftemmine. Oh, yes, that has been done. 

Well, I mean the President himself could recommend to the Con- 
gress that certain action be taken regarding certain materials in the 
stockpile. 

I feel sure of this. That if we should become involved in general 
mobilization, that undoubtedly there would be a request to the Con- 
gress that the President be given authority to take some of these ma- 
terials out of the stockpile and use them for defense purposes, and 
I imagine that Congress would probably under those conditions be 
willing to put the President in the same position in relation to the 
supplemental stockpile that he is in relation to the strategic stockpile 
at the present time. 

Mr. Motrer. I had the impression the President had that au- 
thority. In setting up the stockpile we gave him the authority to 
use these strategic materials so stockpiled for defense purposes. 

Mr. Fiemmina. You did it for the strategic stockpile but not for 
the supplemental. 

That supplemental stockpile is insulated, frozen even tighter than 
the strategic stockpile. 

Mr. Rrentman. Of course the release of some of them for domestic 
needs could be inspired through the Congress. 

Mr. Fiemmine. That is right. Our feeling is this, Congressman 
Riehlman. I mean personally I am in complete agreement with the 
insulation of these materials. 

I think unless that is done, the stockpile program or later, par- 
ticularly the strategic stockpile program, is going to be undermined. 
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But if a domestic need develops, then it seems to me it 1s proper 
and appropriate that that need should be evaluated and appraised 
by the Congress, because that would mean that in both Houses of 
the Congress there would be open hearings, everybody concerned 
would have the opportunity of telling his side of the story out in 
public, and the Congress then could go ahead and make a determina- 
tion as to whether or not it should make an exception to its general 
rule. 

I think the provision that the materials that go into the supple- 
mental stockpile should not be taken out except by act of Congress 
is a very sound provision, just as I think the provision in the stra- 
tegic, in connection with the strategic stockpile, that they shall not 
be taken out except after a finding on the part of the President that 
they are needed for defense purposes, is also sound. 

Otherwise you have got huge quantities of materials hanging over 
the market which I do not think would be a very healthy thing. I 
do not think any one individual within the executive branch other 
than the President, and then only for defense purposes, should be 
in a position where he could let some of them go or not let them go 
as he thought best. 

Mr. Meurer. I am quite sure that you will agree they should be 
used and are being used in determining what should go mto the 
stockpile, either strategic or supplemental stockpile, the needs and 
potential needs of the Government for defense. 

But concern is being at least talked about in some quarters that 
maybe the stockpiling may in some instances be used to bolster some 
of our industries or some of our producers. 

Mr. Fremmine. Mr. Chairman, it seems to me that that problem 
needs to be approached in this way. 

We do have the responsibility for setting the stockpile objective. 
\s you know, we go through a rather formal procedure in eathbtishinig 
those objectives. 

We do get military requirements from the Department of Defense: 
we get the defense or war-supporting requirements from the appro- 
priate delegate agency, Commerce, Interior, as the case may be, as 
well as the requirements for a rockbottom submitted economy. 

And then we balance that over against supply. 

What could we expect to get through normal channels after we had 
moved into a period of general mobilization ? 

In the case of the minimum stockpile, we estimate what we could 
get from domestic sources, and also what we could get from foreign 
sources. 

The foreign sources of supply are discounted on the basis of stra- 
tegic advice given to us by the Joint Chiefs of Staff and by the 
Department of State. 

Then, having determined the requirements, determined what would 
be available in the way of supply, one is balanced over against the 
other. 

We determine what the gap would be over a 5-year emergency 
period, and, having determined what that gap would be, that becomes 
our stockpile objective, minimum stockpile objective. 

Now, in the case of the long-term stockpile objectives, we discount 
our foreign sources of supply 100 percent, except in the case of Canada, 
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Mexico, and a few countries in the Caribbean area. Those objectives, 
of course, are open to scrutiny at any time on the part of any com- 
mittee of the Congress. It has to be done in executive session because 
of the classified nature of the material, but that can always be done. 

As you know, we submit twice a year a report on the stockpiling 
activities to the Congress. One is an unelassified report and the other 
is a classified report. The classified report outlines in some detail the 
materials that have been acquired, what our objective is, and when 
we expect to reach that particular objective. 

Now, in setting the long-term stockpile policy the President did 
say that, having reached our minimum stockpile objective, we were 
to move toward our long-term stockpile objective, at times when we 
could acquire the material under favorable conditions and when we 
by acquiring it could help to strengthen our domestic mobilization base, 
because there is not any question in our mind but that a strong domestic 
mobilization base, as far as many of these materials are concerned, is 
one of the very best safeguards that we have. 

We can be just as careful as possibie in setting our stockpile objec- 
tives, but they do reflect a subjective judgment on the part of a good 
many people all the way up the line. I meant starting back with your 
military requirements and coming right up the line, and someone could 
make a mistake, and he could make a mistake on the low side. 

But that would not be as disastrous if we had a strong domestic 
mobilization base as it would be if we did not have that domestic 
mobilization base. And so as long as we have room in our strategic 
stockpile for these materials, we have very frankly said that we do try 
to buy this in such a way as to strengthen our domestic base. 

For example, Mr. Chairman, in this press release, you will notice 
that idea reflected a number of times. For exaniple, in the second 
paragraph it says : 

The directive which is classified requires purchases to be made wherever pos- 


sible from domestic sources to help maintain the mobilization base of strategic 
materials in this country. 


And then after that first list it says: 


None of these materials are to be obtained from foreign sources if they can be 
purchased from domestic production. 


Then coming down to the end of the third list on page 2: 
These authorizations— 
Mr. Flemming said— 


will not affect the preference which is to be given to domestic production when 
materials are acquired for the strategic stockpile. 

I think those are the three places where that appears. That has 
very frankly been our policy, and as far as I have been able to ascertain, 
that is a policy acquiesced in by the Congress, because I have appeared 
before a great many committees on this and they have always been 
interested in whether or not we were following such a policy. 

We think it makes good sense from the standpomt of providing 
ourselves with a strong mobilization base. 

Mr. Muurer. Dr. Flemming, I don’t know whether you were in the 
room when I made a part of the record the editorial from the Wall 
Street Journal of Tuesday, July 10. 

Mr. Fiemmine. I did hear that. 
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Mr. Mutter. It appears on page 10. 

Will you at your leisure look at that and let us have any additional 
comments you think ought to be placed in the record ? 

Mr. Fiemmrine. I will be very happy to have that opportunity. 

Mr. Rrentman. I have no questions. 

Mr. Muurer. Thank you very much, Doctor. 

Mr. Firemmine. Thank you. It is very nice to be here. 

Mr. Mutrer. I believe the last witness we will hear today is Mr. 
Meade. 

Will you come forward, Mr. Meade, please ? 

Incidentally those who are present who are interested, tomorrow’s 
sessions of this committee will be in room 445 of the House Office 
Building beginning at 2:30 p. m. 

We are one of those committees that do not have a specific room 
assigned. We wander from place to place as other committees play 
host to us. 

May we have your full name, please ¢ 

Mr. Meape. It is I. James Meade. 

Mr. Muurer. And the name of your firm ? 

Mr. Meape. Meade Industrial Diamond Corp. 

Mr. Murer. Mr. Meade, we appreciate your coming here at the 
invitation of this committee and we hope you can be of some hel 
tous. Your company is one of the companies that deals in industria 
diamonds. 


STATEMENT OF I. JAMES MEADE, MEADE INDUSTRIAL 
DIAMOND CORP. 


Mr. Meape. Yes, sir. 

Mr. Mutrer. Your company consists of how many people ? 

Mr. Meape. Myself and a girl most of the time. 

Mr. Mourer. If you apply the numerical standard to your business 
you are small. 

Mr. Meape. Yes, sir; I always thought I was. 

Mr. Murer. Would you care to tell us the volume of business you 
do dollarwise per year ? 

Mr. Meapve. About $5 million a year. 

Mr. Mutrer. How much of that is done with the United States 
Government ! 

Mr. Meape. Substantially all. 

Mr. Mutter. How long have you been engaged in that business, sir ? 

Mr. Mrape. About 10 or 12 years. 

Mr. Murer. I am going to limit our discussion commencing with 
1951 because it will then follow along the line of the inquiries directed 
to the Commodity Credit Corporation because we have limited our 
inquiry to them for that period, also. 

Since 1951 about how much of your business has been done with 
Commodity Credit Corporation ? 

Mr. Merape. I don’t have any figures. I did not come prepared for 
that, but I believe in 1954, 1955, and 1956 the percentage of my business, 
I would say substantially all, 1954, about 80 percent and then it went 
substantially all. 

Mr. Muurer. Has most of that been on the barter basis? 
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Mr. Meape. Yes, sir; with the Commodity Credit Corporation all 
was on a barter basis. 

Mr. Muurer. And the agricultural products that are acquired in 
exchange for the industrial diamonds that you supply, do you dispose 
of them or does somebody else contract with you to do that ? 

Mr. Meape. No, sir; I took the contract by myself and had appointed 
the North American Continental Grain as an agent to dispose of it. 

Mr. Murer. That corporation has been the only agent you have had 
since 1951 ? 

Mr. Meape. Yes, sir. 

Mr. Muurer. And the diamonds which you supply as your consid- 
eration for acquiring the commodities are purchased by your firm? 

Mr. Meape. Yes, sir. 

Mr. Mutrer. Your firm does not act as the agent for anyone else in 
supplying those diamonds? 

r. Meape. No, sir. 

Mr. Mutter. And how do you acquire those diamonds? I mean by 
chats Ms it on the open market or do you shop around or just how is it 

one 

Mr. Meape. Well, I obtain some from the syndicate in London, some 
from independent mines in Venezuela, Brazil, some from Africa, inde- 
pendent mines in Africa, and on the open market. 

Mr. Muurer. About what percentage of your diamonds are acquired 
from the syndicate? 

Mr. Meape. That varies from year to year. I can’t tell you. 

Mr. Murer. The contracts that you make for supplying these dia- 
monds and acquiring the agricultural products in exchange are not on 
a competitive bid basis ? 

Mr. Meape. No. 

Mr. Muurer. They are negotiated. 

Mr. Meape. Yes, sir. 

Mr. Mutter. And with whom do you usually negotiate ? 

Mr. Meape. Well, — we receive a telegram asking if we are 
willing to make an offer and just what we have at that time available 
for immediate delivery. 

Mr. Mutter. From whom would that be? 

Mr. Meape. I believe it is either Mr. Hughes or Mr. Rawlings. [I’m 
not toosure. The telegrams are in their name. 

Mr. Moutrer. They are the representatives of the Commodity Credit 
Corporation ? 

r. Mrape. Yes, sir. 

Mr. Mutrer. Do you have any negotiations or transactions with 
the General Services Administration ? 

Mr. Meape. Not with re to these barter transactions. 

Mr. Mutrer. Do you sell any industrial diamonds directly to 

the Government ? 
; Yes, sir. Before the barter transactions came into effect 
I have sold until their stockpile, or I was advised that their stockpile 
was completed. 

Mr. Mutrer. Those transactions were with General Services Ad- 
mistration ? 

Mr. Meape. Yes. 

Mr. Mourer. Whom did you deal with there? 
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Mr. Meapr. I believe the contracts were signed by Captain Maull. 
Mr. Mutrer. And is he the gentleman you negotiated with, too? 
Mr. Mrape. Well, I sential wrote a letter in making the offer to 
Captain Maull, and he would i 
New York and look over the material I have available, and would 
select or reject. 

Mr. Muurer. That is Captain Maull of GSA? 

Mr. Meape. Yes. 

Mr. Mutter. General Services Administration. Have you sold any 
diamonds to the Corps of Engineers ? 

Mr. Mrape. Not for many years; no, sir. 

Mr. Muurer. Do you know whether or not they still buy for the 
Government ? 

Mr. Meaner. Yes, they do; I am pretty sure they do. 

Mr. Mutrer. All of their buying is done on a competitive-bid basis, 
is it not, I mean buying of industrial diamonds? 

Mr. Meapr. The last that I have heard, yes, and if I may add, there 
have been quite a few complaints in the industry about it. 

Mr. Muurer. You mean complaints against that method of the 
Army Corps of Engineers ¢ 

Mr. Meane. That they cannot properly purchase on a competitive 
basis a commodity which is so different, that it has no pile of diamonds 
which can be alike. If they ask for, say drilling No. 1, what I would 
consider drilling No. 1 may be two complete things. Now I may bid 
$10 on it, another man may bid $6 on his item. Stil my $10 item is 
considerably better, worth more than his $6 item. 

Mr. Munrer. When you talk about ctaeplgnte to the Army Sbepaes 
Engineers, what you mean is some people in the industry have been 
urging them to negotiate rather than take competitive bids, 

Mr. Meape. Yes, sir. 

Mr. Mutrer. In buying industrial diamonds? 

Mr. Meape. Yes, sir. 

Mr. Munver. Now when they send out their bids or invitations to 
bid, the Army Corps of Engineers has specific specifications, detailed 
specifications indicating what they want, and then those who want 
to bid send in their bids accordingly. 

Mr. Meapr. Yes, sir. 

Mr. Mutter. Have you any idea of the quantity of industrial dia- 
monds the Army Corps of Engineers has been buying ? 

Mr. Meape. No. 

Mr. Mutrer. Now when you get these telegrams asking you whether 
or not you have any diamonds available for Commodity Credit Corpo- 
ration, do those telegrams or communications also specify exactly on, 
they want ? 

Mr. Mrapr. No; they ask that we specify what. we have, quantities 
and amount, value. 

Mr. Murer, You not only give quantities but specifications as to 
what kind of industrial diamonds are available ? 

Mr. Meape. Yes, sir. 

Mr. Murer. Size, number of carats, 

Mr. Meape. I believe what they ask is the grade. There are about 
14 different grades of diamonds, drilling material, dress, and so on. 


ave a representative call upon me in 
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Mr. Murer. Does it also designate the size? : 

Mr. Meape. No, sir. ; on 

Mr. Munrer. Then you also indicate in addition to the grade, the 
size? 


Mr. Mrape. I don’t believe so. I believe what we specify is just the | 


grades, the total amount within that grade and the j sage ; 

Mr. Muurer. And after you have indicated to them what you have 
available, you then may or may not get an invitation to come down and 
talk to somebody ? 

Mr, Mxape. I think the next step is they either accept or reject. 
They generally send a telegram “We accept thus and so,” and then 
following that, a contract is prepared. 

Mr. Mucrer. The Department has set certain very definite specifica- 
tions as to what comes within each different grade or classification, has 
it not ? 

Mr. Meape. Yes, sir, but if you will notice if you have the specitica- 
tions there, there are certain qualities within that grade, drilling mate- 
rial may be No. 1, I think the top item. 

Mr. Mucrer. Class 1, core-drilling stones, and under that you have 
your subdivisions of first quality, second quality, and so forth ¢ 

Mr. Meape. I really meant class. We specify class not grade. In 
class there are many grades and sizes within a class. 

Mr. Murer. There are many classes and then there are different 
grades within each class ? 

Mr. Mrape. Yes, sir. 

_Mr. Muurer. Is it National Stockpile Specification P-19 of April 1, 
1949, which is stall being used ? 

Mr. Mrape. Yes. 

ed Mv rer. Without objection that will be made a part of the 
record. 

(The document referred to is as follows :) 


National Stockpile Specification P—19 
1 April 1949 

(Supersedes issue 

ef 28 March 1945) 


GENERAL SERVICES ADMINISTRATION, EMERGENCY PROCUREMENT SERVICE 
Washington 25, D.C. 
MATERIAL PURCHASE SPECIFICATION 


DIAMONDS, INDUSTRIAL 
1. Description 


This specification covers industrial diamonds of the following classes : 
Class 1. Core-drilling stones : 
a. First quality: 


Remarks 
(1) 120 to 80 per carat Sound whole round 
(2) 80 to 40 per carat , stones. 
(3) 40 to 20 per carat 
(4) 20 to 10 per carat 
(5) 10to3 per carat 
b. Second quality : 
(1) 120 to 80 per carat Sound whole stones, but 
(2) 80 to 40 per carat not as round as first 


(3). 40 to 20 per carat quatity. 
(4) 20 to 10 per carat 
(5) 10to3 per carat 
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1. Description—Continued 


Class 1. Core-drilling stones—Continued 
e. Third quality : 


(1) 120 to 80 per carat 
(2) 80 to 40 per carat 
(3) 40 to 20 per carat 
(4) 20 to 10 per carat 
(5) 10 to83 per carat 


d. Congo and Sierra Leone: 
(1) 5 per carat and smaller 

(2) 4 per carat to 5 per carat 
(3) 2 per carat to 4 per carat 


(4) 0.75 carat 
(5) 1.00 carat 
(6) 1.50 carat 
(7) 2.00 carat 


SMALL BUSINESS 


Class 2. Thread- and gear-grinder stones : 
a. (1) Smaller than 10 per carat—For thread grinding. 


a. (2) 10 to 12 per carat—Mostly for gear grinders. 


Class 3. Tool stones: 
a. First quality: 


(1) Smalls 

(2) 0.25 carat 

(3) 0.50 carat 

(4) 0.75 carat 

(5) 1.00 carat 

(6) 1.50 carat 

(7) 2.00 carat 

(8) 2.00 to 4.00 carat 
(9) 4.00 carat and larger 


b. Second quality : 


(1) Smalls 

(2) 0.25 carat 

(3) 0.50 carat 

(4) 0.75 carat 

(5) 1.00 carat 

(6) 1.50 carat 

(7) 2.00 carat 

(8) 2.00 to 4.00 carat 

(9) 4.00 carat and larger 


ec. Third quality: 


(1) Smalls 

(2) 0.25 carat 

(3) 0.50 carat 

(4) 0.75 carat 

(5) 1.00 carat 

(6) 1.50 carat 

(7) 2.00 carat 

(8) 2.00 to 4.00 carat 
(9) 4.00 carat and larger 


Class 4. Grinding-wheel dressers : 
a. First quality : 


(1) Smalls 

(2) 0.25 carat 

(3) 0.50 carat 

(4) 0.75 carat 

(5) 1.00 carat 

(6) 1.50 carat 

(7) 2.00 carat 

(8) 2.00 to 4.00 carat 
(9) 4.00 carat and larger 


b. Second quality : 


(1) Smalls 

(2) 0.25 carat 
(3) 0.50 carat 
(4) 0.75 carat 


Remarks 


Sound blocks ordinarily 
used as casting board. 


Sound whole round 
stones. Round stones 
and cubes in smaller 
sizes (1, 2, and 3). 


Primarily for fine tools, 
but any tool stone can 
be used as a dresser. 


Primarily for fine tools, 
but any tool stone can 
be used as a dresser, 


Primarily for fine tools, 
but any tool stone can 
be used as a dresser. 


For truing abrasive 
wheels and abrasive 
products. 


For truing abrasive 
wheels and abrasive 
products. 
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1. Description—Continued 


Class 4. Grinding-wheel dressers—Continued 
b. Second quality—Continued 
(5) 1.00 carat 
(6) 1.50 carat 
(7) 2.00 carat 
(8) 2.00 to 4.00 carat 
(9) 4.00 carat and larger 
e. Third quality: 


(1) 
(2) 
(3) 
(4) 
(5) 
(6) 
(7) 


Smalls 

0.25 carat 
0.50 carat 
0.75 carat 
1.00 carat 
1.50 carat 
2.00 carat 


(8) 2.00 to 4.00 carat 

(9) 4.00 carat and larger 
d. Fourth quality: 

(1) Smalls 


(2) 
(3) 
(4) 
(5) 
(6) 
(7) 


0.25 carat 
0.50 carat 
0.75 carat 
1.00 carat 
1.50 carat 
2.00 carat 





(8) 2.00 to 4.00 carat 

(9) 4.00 carat and larger 
e. Fifth quality: 

(1) Smalls 

(2) 0.25 carat 

(3) 0.50 carat 

(4) 0.75 carat 

(5) 1.00 carat 

(6) 1.50 carat 

(7) 2.00 carat 

(8) 2.00 to 4.00 carat 

(9) 4.00 carat and larger 

Class 5. Shaping, boring, and turning tools: 

a. First quality: 

(1) 0.25 to 1.00 carat 

(2) 1.00 carat and larger 
b. Second quality: 

(1) 0,25 to 1.00 carat 

(2) 1.00 carat and larger 

Class 6. Points and elongated stones? 

a. First quality whole stones: 

(1) 3 per carat and smaller 

(2) 0.50 to 1.00 carat 

(3) 1.00 carat and over 
b. Second quality whole stones: 

(1) 3 per carat and smaller 

(2) 0.50 to 1.00 carat 

(3) 1.00 carat and over 
ce. First quality cleaved stones: 

(1) 3 per carat and smaller 

(2) 0.50 to 1.00 carat 

(3) 1.00 carat and over 
d. Second quality cleaved stones: 

(1) 3 per carat and smaller 

(2) 0.50 to 1.00 carat 

(3) 1.00 carat and over 


Remarks 


For truing abrasive 
wheels and abrasive 
products, 


For truing abrasive 
wheels and abrasive 
products. 


For truing abrasive 
wheels and abrasive 
products. 


For truing abrasive 
wheels and abrasive 
products. 


Whole stones for coning, 
dressing, and radius 
dressing. 


Whole stones for coning, 
dressing, and radius 
dressing. 


Cleaved stones for con- 
ing, dressing, and radius 
dressing. 


Cleaved stones for con- 
ing, dressing, and radius 
dressing. 
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1. Description—Continued 
Class 7. Flats: 


a. First quality: Remarks 
(1) 3 per carat and smaller For chisels and special 
(2) 0.50 to 1.00 carat tools. 


(3) 1.00 carat and over 
b. Second quality : 
(1) 3 per carat and smaller For chisels and special 
(2) 0.50 to 1.00 carat tools. 
(3) 1.00 carat and over 
Class 8. Wire die stones: 
a. (1) Smalls For wire drawing dies. 
a. (2) 0.25 to 1.00 carat 
a. (3) 1.00 carat and over 
Class 9. Indenters: 
All first quality, 3 to 12 per carat For hardness testing. 
Class 10. Ballas: 
a. (1) Whole stones 
a. (2) Broken pieces 
Class 11. Carbons. 
Class 12. Crushing boart. 
2. Type, size, and quality requirements 
a. Each lot shall be offered either as sorted diamonds of a single class and sub- 
class listed in paragraph 1 hereof, or as a series or mixture of such classes and 
subclasses. In the latter case, the approximate distribution within the series shall 
be either stated in advance or shall parallel that of a sample lot previously offered 
for inspection. 
b. All diamonds shall meet industry standards for the ¢lass and subclass 
claimed. 


3. Packaging 
Diamonds may be packed in any manner usual with the seller. Each lot shall 
be separately packed and identified. 


j. Classification and inspection 


Each lot of diamonds shall be classified according to the classes and subclasses 
listed in paragraph 1 hereof, and shall be inspected for conformance with the 
requirements of paragraph 2 hereof, 

Diamonds will be subject to classification and inspection by the purchaser or its 
designee. 


Mr. Maness. Mr. Chairman, may I ae on the record at this point 
a press release of ODM dated July 9, 1956? 

Mr. Murer. Yes, it may be received into the record. 

(The press release referred to is as follows :) 


Executive Orrice OF THE PRESIDENT, OrFIce OF DEFENSE MOBILIZATION 
Washington 25, D. C. 


For Immediate Release No. 520 
Monday, July 9, 1956. 


Arthur S. Flemming, Director of Defense Mobilization, today issued a directive 
authorizing the General Services Administration te procure stockpile materials 
for the fiscal year which ends June 30, 1957, 

The directive, which is classified, requires purchases te be made wherever 
possible, from domestic sources to help maintain the mobilization base of strategic 
materials in this country. 
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The following materials, according to the directive, may be acquired to meet 
minimum or long-term stockpile objectives ; 


Antimony Manganese, chemical, types A ahd B 
Asbestos, amosite Mica, muscovite block and filnr 
Chromite, metallurgical Mica, phlogopite splittings 
Diamonds, bort Opium 
Fluorspar, metallurgical Selenium 
Iodine Shellac 
Lead Silicon carbide 
Magnesium Talc, steatite block 
Manganese, battery type, synthetic Zinc 

dioxide 


None of these materials are to be obtained from foreign sources if they can be 
purchased from domestic production. 

The directive authorizes the transfer to the strategic stockpile of the follow- 
ing materials purchased with Defense Production Act funds: 


Bauxite, Jamaica Manganese, metallurgical 
Beryl Mica, muscovite block 
Chromite, metallurgical Molybdenum 
Cobalt Nickel 
Copper Tin 
Manganese, battery type, synthetic Ziric 

dioxide 


The directive authorizes for procurement by barter or exchange of surplus agri- 
cultural commoedities the following materials for the strategic and supplemental 
stocicpiles : 


Abrasives, crude aluminum oxide Magnesium ; i 
Antimony Manganese, battery type, synthetic 
Asbestos, amosite and chrysotile- dioxide 

Bauxite, Jamaica Manganese, chemical, types A and B 
Bauxite, Surinam Manganésé, metallurgical (including 
Bauxite, refractory ferroémanganeése and electrolytic man- 
Beryl ore ganese ) 

Bismuth Mica, muscovite block, film and split- 
Cadmium tings 

Chromite, metallurgical Mica, phlogopite splittings 

Chromite, refractory Quartz crystals 

Cobalt Shellac 

Diamoiids, industrial Silicon carbide, crude 

Graphite, Ceylon Talc, steatite block 

Iodine Titanium 

Lead Zine 


These authorizations, Mr. Flemming said, will not affect the preference Which 
is to be given to domestic production when materials ate acquired for the strategic 
stockpile. Materials not acquired for the strategic stockpile will be placed in a 
supplemental stockpile provided for in the Agricultural Trade Development and 
Assistance Act. This act now provides that materials acquired by barter of sur- 
plus agricultural commodditiés and not requiréd for the strategi¢ stockpile or 
other purposes shall be placed in the supplementat stockpile. It also provides 
that once materials are added to the supplemental stockpile, they cannot: be 
released unless Congress grants permission. ; 

Inquiries regarding market purchases should be directed to the Emergency 
Procurenient Sérvice, Gene?al Sefvices Adniinistration, Washitigton’ 25, D. C. 
Barter proposals may be submitted to the Corhmodity Credit Corporation, Barter 
and Stockpiling Division, Department of Agriculture, Washington 25, D. ©: 


Mr. Mutter. EF wish you would describe more gerier‘ally or prec’ sély 
how the transaction is negotiated and concluded: You have’ f « us 
that they ask-yow what you have available. Yow tell them whi: you 
have available and then you say they tell you they accept that? 

Mr. Meape. Yes. : 

Well, it is subject to inspection: Fhe telegrarn does have! certain 
provisions in it, that a representative wi appear. We have to kéep 
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them separate for inspection, and even actually a representative comes 
in and looks over the materials and seals it if he accepts it. 

Mr. Murer. And you indicate what price you want for that? 

Mr. Meape. Yes, sir. 

Mr. Murer. Now at what point or where along the line do you start 
talking about how much aqnesiural product or commodity you will 
receive, and what product! 

Mr. Merapeg. Really as soon as I make my offer as to what I have 
available for barter, and they accept it, 1 am then committed to take 
over the agricultural commodities. 

Mr. Mutrer. Well, what commodities, wheat, butter, cheese ? 

Mr. Meape. Whatever is surplus and available at the time when we 
ask for it. 

Mr. Mutter. Who determines that ? 

Mr. Meape. Well, my agent. 

Mr. Mutrer. Do you indicate to them what you will take? 

Mr. Meapre. What we want. No, at the time that my agent elects 
to pick up some of the material, he communicates with the CCC and 
asks for either wheat or corn, whatever grades are available, or butter, 
and they indicate to him whether it is available and under what con- 
ditions he might get it. 

Mr. Moutrer. In other words, what happens is you go in mM response 
to their request and deliver to them a million or 2 million dollars’ 
worth of diamonds. 

Mr. Meape. Yes, sir. 

Mr. Mutter. Which is appraised by them before the transaction is 
closed, appraisers of the ote ? 

Mr. Meape. No; I sign the contract before he takes over the ma- 
terial. 

Mr. Murer. You sign a contract to deliver certain quantities of 
certain grades and specifications ? 

Mr. Mreape. Yes. 

Mr. Mutter. For a total price that is named in the contract ? 

And that contract is subject to their appraising your diamonds to 
make sure they meet the specifications ? 

Mr. Meape. Yes, sir. 

Mr. Murer. Commodity Credit. Corporation then call in their ap- 
praisers who appraise, is that it, who examine, inspect and determine 
that they are in accordance with contract ? 

Mr. Meape. Yes, sir; their agent. 

Mr. Muurer. Who do they usually call in to do this work? 

Mr. Mrape. Well, I know it is the man who represents the GSA. 

Mr. Mutrer. Whois that? 

Mr. Mzape. Mr. Neilson; W. Lacoste Neilson. 

Mr. Mutrer. He is there in the employ of the General Services 
Administration ? 

Mr. Meape. Yes, I believe so. : 

Mr. Muurer. Is he employed by the Diamond Syndicate? 

Mr. Mrape. Oh, no. 

Mr. Mutter. Or by any of the diamond merchants? 

Mr. Meape. Oh, no; I believe he is an executive vice president or 
vice president of the Norton Co. ; he is a retired man. 

Mr. Mourer. And do:you have his full name? 

Mr. Meape. W. Lacoste Neilson. : 
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Mr. Mutter. After this is done, the contract is signed, your 
diamonds are inspected and approved, they take your diamonds, what 
in effect happens is they give you a credit. 

Mr. Mrape. Yes, sir. 


Mr. Mutter. For the amount of the contract which will then permit: 


you todraw on them for surplus commodities ? 

Mr. Meape. Yes, sir. 

Mr. Muurer. Who determines at what price you are going to get 
delivery of the surplus agricultural commodities ? 

Mr. pe. I thought I explained that, that the agent communi- 
cates with CCC when he is ready to take any delivery and advises the 
CCC what it is he is in the market for, They then notify him whether 
they have them available, the location, and the price. Then he de- 
termines whether he will accept it on that basis. Now, he may or may 
not accept it at that time, if it is not acceptable, he tries again. But 
he has a certain period of time within which to withdraw all the sur- 
plus agricultural products that corresponds with the amount of credit 
that I have. 

Mr. Muurer. What is the minimum length of time that he has within 
which to draw the products ? 

Mr. Meape. I don’t recall that offhand. 

Mr. Motrer. Most of your adult life has been devoted to the dia- 
mond industry ¢ 

Mr. Meapz. Yes, a good part of it. 

Mr. Motrer. It wasn’t until these barter transactions came into 
being that you got into the grain business at all ? 

Mr. Meape. That is right. 

Mr. Mutter. Does your agent take these commodities and then sell 
them for your account or sell them for his own account ? 

Mr. Meane. Well, I make a contract. with him where he takes on 
the responsibility for the agriculture, and I am responsible to CCC 
and he is responsible to me. 

Mr. Mvtrer. His responsibility is merely to pay to you the equiva- 
lent amount called for in your contract that you name for your 
diamonds? 

Mr. Meape.. Well, he is also responsible to me to carry out that part 
of the agreement relating to the disposition of the agricultural 
products. 

Mr. Mouurer. That is right. He undertakes to take the agricultural 
products within the period of time specified. 

Mr. Meape. Yes, sir. 

Mr. Muurer. And to pay to you the amount of your diamond con- 
tract. 

Mr. Meape. And to dispose of them in the way that I am required 
to dispose of them in the contract. » rh 

Mr. Mutrer. Yes; in accordance with the law and all the require- 
ments of your contract. 

Mr. Meape. Yes, sir. 

Mr. Muurer. Any overage that may be earned over and above the 
amount of your contract he keeps. 

Mr, M — the hing 

. Murer. - re anything in your contract requiring you to 
pay to him any deficit that may occur in the event he must sell it for 
than the amount of your contract ?: 
83183—56——4 
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Mr. Mrapr. I pay him to take over the contract. 

Mr. Murer. Is it a percentage of the contract ¢ 

Mr. Meape. Yes, sir. 

Mr. Muurer. What is the percentage ? 

Mr. Meape. Well, it varies for that from 114 to3\, percent. 

Mr. Murer. Then on a million-dollar contract you will pay him 
that percentage to take over the contract ? 

Mr. Meape. Yes. 

Mr. Mutter. In other words, he will then give you the amount due 
on your diamond contract less the percentage agreed on ? 

Mr. Mrape. Yes. 

Mr. Murer. From that point on he then takes the responsibility 
of whether he will make or lose on the commodities ? 

Mr. Meape. Yes, sir. 

Mr. Muwrer. And from that point on he is a free agent to dispose 
of the commodities as he sees fit provided he complies with the rules 
and regulations and the contract requirements as to not going behind 
the Iron Curtain and where that shall be disposed of ? 

Mr. Mrapr. That is right. 

Mr. Mutter. Does the North American Contimental Corp. make any 
offers of diamonds to the Commedity Credit Corporation ¢ 

Mr: Meapr. fF wouldn’t know. 

Mr. Mutrer. Do you know whether they acquire any agricultural 
surplus commodities from any other diamond déalers other than your- 
self ? 

Mr. Meape. I am not ina position to know that. 

Mr. Rreutman. Mr. Meade, prior to 1954 when this bartering pro- 
gram came into being in Commodity Credit Corporation, how much 
business were you doing with the Government ? 

Mr: Meape. About 2 million. 

Mr. Rrewewan. In years prior to that had you been continually 
during business with the Federal Government ? 

Mr. Mraver. Yes. 

Mr. Rreniywan. Selling diamonds ? 

Mr. Meape. Yes. 

Mr. Rrexrman. And then after this bartering prograti came into 
being, your business went to something like $5 rhil for! a year; is that 
right ? 

Mr. Meapr. Yes; sir. 

Mr. Rreuiman. Has it been a lucrative operation for you? 

Mr. Meape. Very risky one; yes, it has been lucrative: 

Mr. Mcrrer. When you say it is’ risky, you mean‘ you’ must go’ out 
and buy the diamonds, not knowing what price you will get for therm 
or whiether or not’ you will be able to sell them’ to the Government ? 

Mr. Meape. Yes, definitely. 

Mr. Mcrrer. Pf you can’t make the deal with the Government? 

Mr. Meapr. I’m dead. 

Mr. Mvutrer. You have got some stock on hard? you: may have a 
little difficulty disposing’ of ¢ 

Mr. Meape. Yes, sir. 

Mr. Muturer. The American market couldn’t take*that? 

Mr. Mrap:, No, sir, there is’a statement made-by Sir Ernest Oppen- 
lieimer, chairman: of De Beers—it? was! in’ the New York Times’ in 
May—in which he stated that if ‘the United States: Goverment stops 





PROBLEMS OF SMALL BUSINESS 45 


stockpiling diamonds, we will have a great surplus, and I must say 
further to that, the syndicate has told me definitely that they will not 
give any of the men, any of the people who deal with the Government, 
any amount of diamonds excepting im excess to what is considered to 
be domestic requirements. He has made that definite statement to me. 

Mr. Mutrer. Are you m agreement with the statement that if the 
Government sto macnprting incinetaial diamonds, that. there would 
be a surplus on n market? 

Mr. Meape. I don’t know. Sir Ernest Oppenheimer says so and 
I guess he is right. He said that at a meeting of the De Beers—here 
is the statement, anyway; would you be interested in it? 

Mr. Mutrer. We have no objection to your leaving it with us, We 
will make it part of the record if you think it will help us. 

(The document referred to is as follows :) 


De Beers CONSOLIDATED MINES, LIMITED 
(Incorporated in the Union of South Africa) 
RECORD DIAMOND SALES IN 1955—-DEMAND STILL OUTSTRIPS INCREASED PRODUCTION 


The following extracts are from the statement by the Chairman, Sir Ernest 
Oppenheimer, D. C. L., which has been circulated with the Annual Reports and 
accounts: The Consolidated Profit and Loss Account shows that the Group Profit 
for the year, after providing £8,305,010 for taxation, was £21,055,711. The net 
profit attributable to your Company was £18,616,909 (£15,253,980 in 1954). 

The Consolidated Balance Sheet showed total assets of £139,098,339. Included 
in this tetal was an amount of £15,545,060, being the net excess of cost of invest- 
ments in subsidiary companies over their nominal value less amounts written 
off and after adjustment on consolidation. Against this excess, however, Capital 
Reserves totalled £40,336,827. Current Assets, Loans to other Companies and 
Investments totalled £92,599,862 and exceeded all liabilities to the publie by 
£71,502,043 (£64,058,702 at the end of 1954). 

In addition, the Group held a stock of diamonds valued at £5,546,684 on the 
basis of cost of production in the case of the Mining Companies and cost or mar- 
ket value, whichever was the lower, in the case of the Diamond .Corporation, 
and a stock of Mining Stores and Materials valued at £1,582,279, 

It will thus be seen that the Group has considerable financial reserves which, 
together with the £15,000,000 capital resources of the Trading Companies, not 
only provide a strong protection to the diamond trade under all foreseeable con- 
tingencies, but allow your Company to continue to play an important part in the 
mining and industrial development of the Country. 

The Group has very valuable investments in varied undertakings not in any way 
connected with the diamond. industry. An analysis of the Consolidated Balance 
Sheet discloses that the value of these investments, based on market price in the 
case of quoted securities and the book value of others, plus leans to concerns 
similarly unconnected with the diamond industry, and the Group cash assets less 
liabilities totalled £73,339,394 (1954—£70,709,770) . 


PROSPECTS OF THE DIAMOND TRADE 


The diamond market was extremely active throughout 1955, and the sales made 
by the Central Selling Organisation reached a record figure of £74,288,695, con- 
sisting of £50,253,947 of gem diamonds and °£24;084,748 of industrials. This 
was £4,626,769 more than the previous highest annual sales in 1952. 

As I stated in my review last year, the demand for gem diamonds continues 
to be greater than production, and this is still the case, notwithstanding the in- 
creased production in the year under review from the Consolidated Diamond 
Mines of South West Africa, Limited, which I envisaged.last year: A full year’s 
operation at the increased output will improve the supply pesition to some ex- 
tent. The new large-scale treatment plant at Williamson Diamonds, Limited, in 
Tanganyika, which eomes into operation this year, should also help to alleviate 
the shortage of gem diamonds. 

I confidently expect sales of gem diamonds in the current year to continue at 
the high rate which we have achieved in recent years, and consequently I look to 
the future with confidence. 
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The long-term forecast of industrial diamond sales is, to a great extent, influ- 
enced by the stockpiling purchases by the United States authorities, and as 
these will continue anyhow during 1956, I, therefore, foresee satisfactory sales. 
But I must repeat once again that when stockpiling purchases cease, we will be 
faced with overproduction, and additional outlets must be found. It is with this 
in view that your Company continues to take the lead in the research field in its 
efforts to find additiona! outlets fer industrial diamonds. 


Mr. Rreutman. Do you have any idea how many competitors you 
have in this bartering deal for diamond procurement with the Com- 
modity Credit Corporation ? 

Mr. Mrape. I’d say that each deal there are more competitors. 

Mr. Rreutman. Each deal? 

Mr. Meape. Yes, 

Mr. Rrentman. Do you have any idea at all ? 

Mr. Merapr. I heard about 13 or 14 names called out by the CCC 
gentleman. 

Mr. RrenitmMan. Do you know these people that are your com- 
petitors ? 

Mr. Meape. Yes, sir; I wouldn’t know just how much their contract 
is, and unless a man told me, I wouldn’t know that he also was in 
the deal either. 

Mr. Muurer. The syndicate does not sell to anybody and everybody 
that wants to buy diamonds ? 

Mr. Meape. No, sir. 

Mr. Mutter. And any time the syndicate wants to stop selling you 
or anybody else that is buying them, they have the right to do it and 
your company and you are also just out of the market ? 

Mr. Mrape. They just don’t sell, that is all. 

Mr. Mourrer. And at the same time when they request you and your 
competitors to bid for diamonds, if you don’t take a minimum quan- 
tity as required by them, they then take you off their list. 

Mr. Mrape. Well, naturally they will never say that. 

Mr. Mutrrr. That is the possibility. 

Mr. Meape. Frankly we will continue buying from them or continue 
offering to buy whether business is good or bad, to maintain a posi- 
tion, because in the long run they balance off, or it has up to now. 

Mr. Mutter. I wouldn’t want it to appear, because you are the only 
witness from the industry here today, that you are the only one who 
is getting any of the diamond business. There are others, and there 
will be another representative of the industry in to testify next week. 
At the same time, in fairness to you—whether your business is big or 
small—we are not critical of the fact that you have been able to make 
money in your business. 

I say this because you evidenced some feeling that you were being 
singled out here and that you knew nothing you had done wrong. 
By your being invited to come here there was no implication that you 
had done anything that you should not have done, and I want to say 
on behalf of the committee that we appreciate your coming here vol- 
untarily in response to our request to give us this information, 

Mr. Meave. Thank you so much. 

Mr. Morrer. This hearing will stand in recess until tomorrow at 
2:30 p. m. when we will meet in room 445. 

(Whereupon, at 5 p. m., the hearing was adjourned.) 
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PROBLEMS RESULTING FROM THE EXCLUSION OF 
SMALL BUSINESS FROM STOCKPILE PURCHASES AND 
FROM PARTICIPATION IN THE DISPOSAL OF SUR- 
PLUS PRODUCTS PROGRAM 


THURSDAY, JULY 12, 1956 


House or REPRESENTATIVES, 
Suscommirree No, 2 on GOVERNMENT 
PROCUREMENT, DisposaL, AND LoAN ACTIVITIES, 
OF THE SELECT COMMITTEE ON SMALL BusINEss, 
' Washington, D. C. 

The subcommittee met, pursuant to call, at 2:40 p. m., in room 
445, House Office Building, Washington, D. C., Hon. Abraham J. 
Multer (chairman of the subcommittee) presiding. 

Present: Representatives Multer, Evins, and Riehlman. 

Also present: Irving Maness, subcommittee counsel; Mrs. Marie 
M. Stewart, clerk; Clarence D. Everett, staff member; and Victor 
P. Dalmas, adviser to minority members. 

Mr. Muurer. This hearing will please come to order. 

The first witness today will be Mr. Thomas R. Rawlings, Director, 
Barter and Stockpiling Division of the Commodity Stabilization 
Service. I am sure he will be quite brief, just to fill in some of the 
things we did not. conclude yesterday. Then we will call upon the 
General Services Administration. 

Mr. Rawlings, will you come forward, please? 


FURTHER STATEMENT OF THOMAS R. RAWLINGS, DIRECTOR, 
BARTER AND STOCKPILING DIVISION, COMMODITY STABILIZA- 
TION SERVICE; ACCOMPANIED BY F. A. WOODLING 


Mr. Mutrer. Mr. Rawlings, during the course of the testimony 
yesterday, I think that the statement was made that these contracts, 
the barter contracts, were negotiated in each instance. What we 
would like to do is to complete the record by placing in the record 
typical contracts which have been executed during the time that you 
have been carrying on these barter arrangements. I think you have 
produced such contracts here today. 

Mr. Rawuines. Yes, sir; I have brought some. 

First, I would like to state that the agricultural provisions are 
virtually the same for all contracts, whether they are for strategic or 
nonstrategic materials. 

Of course, by a process of evolution over a 6-year period, there 
have been certain changes in the agricultural provisions as we gained 
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experience and as the availability of agricultural commodities varied 
or the sales programs varied. In any case, the exchange value of 
the commodities is identical with the export sales price of the Cor- 
poration, but there have been changes in the details of the agricultural 
provisions from time to time. 

In other words, we have attempted to maintain standard provisions 
for the agricultural commodities, but naturally there have been certain 
small changes over the years, 

I have with me now, and I will give to the recorder, what we vefer 
to as the standard barter provisions for the agricultural commodities, 
and also as an example, I will give a typical diamond contract. The 
diamond contracts are all the same; se £ will submit with the diamond 
contract a list of the names of diamond contractors and the amount 
of each contract. The names, amounts, and dates of signing will be 
the only differences between the diamond contracts. 

In the case of larger contracts, we gave a little longer period of 
time to move the agricultural commodities. In the case of a very small 
contract, we gave less time, obviously. 

Mr. Mvuurer. Will your list also indicate the period of time given 
in each contract? 

Mr. Rawitineas. The list does not indicate that. I would have to 
furnish that to you separately. 

I would say that from the agricultural standpoint, I think the 
longest that anyone had in which to take their agricultural commodi- 
ties was a year; a year for the largest contracts, 8 months for the next 
largest group, then 6 months, and down to 2:‘months. 

Mr. Muurer. And it varied im each instance with the quantity 
purchased ? 

Mr. Rawtrnes. Yes, sir; with the quantity. 

Mr. Mutrer. The smaller the quantity, the shorter the time, and the 
larger the quantity, the longer the time? 

Mr. Rawetrnes. Yes, sir. For a contract of $6 million, he would 
have a longer term than a man who was offering, say, $500,000, 

As far as the diamond acquisitions are concerned, as I explained 
yesterday, they are handled on an inventory basis. ‘This means that 
as soon as the mspector and appraiser Inspected and aecepted the 
diamonds they were taken over by us. 

Very shortly after the contractor’s offer was accepted the diamonds 
were sealed by the inspector and later when the appraiser was able to 
do so he made an individual appraisal of each stone. 

Also for the reeord I will submit—I just picked out several con- 
tracts for other materials—a contract for ferrochrome. Other con- 
traets for ferrochrome would be similar to this contract. 

In other words, all the provisions would be substantially the same, 
exeept in general where the contract is larger a longer period of time 
would be allowed for deliveries of material and taking agricultural 
commodities. Where it issmaller, a shorter period would be provided. 
Also, there may be certain minor differences as to transportation or 
storage, depending on storage locations. So far as we can do so, we 
try to pay for transportation costs in agricultural commodities rather 
than dollars. 

Another contract is for ferromanganese, another for cadmium, and 
one for mica, in the form of muscovite block and film. 





id 
“dd 
at 
re 


ds 
to 


n- 
n- 


ne, 
ral 
we 
er 


nd 





PROBLEMS OF SMALL BUSINESS 49 


Of course, the conditions applicable to the strategic material would 
naturally be different in each case, and would follow the custom and 
the practice that the General Services Administration has established 
in rn acquisitions for the stockpile when they were purchasing for 
cash. 

Mr. Mutrer. The price to be paid for the agrieultural commodities 
was fixed in each contraet as of the time the contraet was signed ? 

Mr. Rawutnes. No, sir. The price for the agricultural commodities 
is determined by CCC at the time the contractor desires to take the 
commodity. 

For instance, let us assume that the contract allows 18 months for 
deliveries of ‘material and 18 months for taking the agricultural 
commodities. We have found through experience that it is imprac- 
tical to try to nail down a price on the date the contract is signed. 
So, during the 18 months for taking commodities the contractor comes 
to COC and asks for one or more quotations on wheat. The price 
quoted to him by OCC will be the CCC export market price for wheat 
current at that time. If the contractor should want linseed oil, he 
would bid, just like any other person who wishes to buy CCC com- 
modities which are sold on a bid basis. If successful, he states that 
the quantity of linseed oil involved shall be applied to his barter 
contract identified by number. 

So he has a right to ask CCC for its prices or to bid during the life 
of the contract. 

Mr. Murer. He has an opportunity to get the best price that may 
become available at any time during a year and a half if he has a year 
wnd a half in which to take delivery of the commodity / 

Mr. Rawtines. Yes, sir. He ¢an take whatever price CCC is 
offering for sale to the entire public: that is the price that he can get. 
Of course, as explained yesterday, most of the items are now on a bid 
basis so that he has to take his chances and bid, and if successful, he 
ge it to the contract. If not, then he has to bid again on the next 
nid day. 

Mr. Meurer. Which agency is responsible for the appraisal of the 
diamonds ? 

Mr. Rawiines. We are primarily responsible, but we call on the 
General Services Administration, through a service agreement, to 
handle all inspection, aeceptance, and transportation and storage of 
our materials for us, and we reimburse them for that service. 

In the case of diamonds, GSA used to be responsible for the 
appraisal, but more recently we have hired an appraiser on a per diem 
basis, who is the same appraiser that GSA had before. It is just a 
financial arrangement, and GSA gives the instructions to the appraiser 
and all the details are worked out with him. 

Mr. Mutter. What is his name? 

Mr. Rawiines. W. LaCoste Neilson.” 

Mr. Mutter. That is the man who was mentioned yesterday ? 

Mr. Rawiines. Yes, sir. And I think he has been appraising for 
the stockpile for approximately 10 years, There are people from GSA 
who ean give you much more information about Mr. Neilson than I. 

Mr, Mutter. Your agency pays him on a per diem basis? 


_Mr. Rawrines. On the days he works, when actually employed; yes, 
sir. 
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Mr. Muurer. We will ask GSA whether he is on their payroll now or 
not. 

Mr. Rawirn6s. We have done that for, I think, the last year. Prior 
to that time, he was on their roll. 

Mr. Mutter. He was on their payroll ? 

Mr. Rawutnes. Yes, sir. 

Mr. Mutter. He is not on their payroll today ? 

Mr. Rawtuines. I don’t know about that. 

Mr. Mourer. Can GSA furnish the information ? 

Mr. Casto. I am George Casto. 

We employ W. LaCoste Neilson as a consultant to the General 
Services Administration, and have since 1941. The Bureau of the 
Budget imposed a limitation on us that we could not utilize his serv- 
ices more than 130 days in any 1 calendar year. 

To overcome that limitation, we suggested to the Department of 
Agriculture, since we were going to have such a substantial program, 
that they also secure the services of W. LaCoste Neilson, which would 
make him available at any time should they have a requirement for 
his services. 

Mr. Mutter. What business is he engaged in other than acting as a 
consultant for the Government? 

Mr. Casto. He is vice president of the Norton Co. at Worcester, 
Mass., in a retired status. 

Mr. Mutter. What is that company’s business? 

Mr. Casto. Crushing bort; manufacturers of wheels and laps. 

Mr. Mutter. Where are these diamonds stored ? 

Mr. Rawtines. The General Services does that for us, but I am 
informed that diamonds acquired by CCC other than for the national 
stockpile are stored in New York, in bank vaults. 

Mr. Muurer. And who is responsible, then, for the custody of the 
diamonds? CCC or General Services Administration ? 

Mr. Rawttnes. I believe General Services, through our arrange- 
ments with them, and we reimburse them for their services to us. 

Mr. Mutter. And they in turn pay the banks? 

Mr. Rawtines. Yes, sir. 

Mr. Evins. I am sure that the chairman may have brought this out 
when I was not present, the quantity of industrial diamonds that have 
been procured since the authority on July 10, 1954. Did you obtain 
the volume, the extent, and the amount that has been acquired under 
this barter exchange method ? 

Mr. Rawuines. Yesterday I testified that the figure that we have 
obtained for the Commodity Credit Corporation supplemental stock- 
pile is approximately $25 million. 

Mr. Evtns. $50 million ? 

Mr. Rawurnes. No, sir; $25 million. The amounts that we have 
acquired for the strategic stockpile, we would be glad to furnish to the 
committee in executive session. 

Mr. Mutrer. That figure is classified ? 

Mr. Rawiines. Yes, sir. 

Mr. Evins. Have you supplied the figure of the valuation of the 
surplus commodities which were exchanged ? 

Mr. Rawiines, They would be equivalent to that, the same thing. 

Mr. Muurer. There have been no diamonds released from the stra- 
tegic stockpile ? 
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Mr. Rawuines. Not to my knowledge. But the strategic stockpile 
would not be under me. I mean, the General Services Administration 
would be the one to answer on that. And there has been none under 
the CCC supplemental stockpile, that is from CCC inventories. 

Mr. Mutrer. I am sure there has been nothing under the supple- 
mental. We would know that, because we would have to pass an act 
for the supplemental stockpile. I am sure-we would have known that, - 
so the question is whether any have been released from the strategic 
stockpile. 

Mr. Rreutman. Mr. Chairman, I would like to know if there is any 
limit on the amount that we can procure and store in the supplemental 
stockpile? 

Mr. Rawitneos. Yes, sir, there is. The limitation is not what you 
could possibly procure over the years, or what you could store. How- 
ever, the administration—and when I say the administration, that 
includes the Department of Agriculture, ODM, and the other agencies 
which considered the coordination of the barter of strategic materials 
in conjunction with the overall stockpile—does have a limitation or a 
rule of thumb, you might call it, for determining the quantities that 
you might acquire of each strategic material which meets the criteria 
of less costly to store and nondeteriorating, established in section 303 
of the Agricultural Trade Development and Assistance Act of 1954. 

Mr. Motrer. That figure we do not want on the record. 

Mr. Rawurnes. That is right. 

Mr. Mutter. But they can supply that figure to us with the other 
information. 

Mr. Rawutnes. Now, what happens is that the Interdepartmental 
Materials Advisory Committee, set up pursuant to section 2 of the 
Strategic and Critical Materials Stockpile Act, Public Law 520, 79th 
Congress, as amended, and comprising representatives of all of the 
major agencies, reviews proposed procurement directives or author- 
izations. Certain quantities of each material are approved for pro- 
curement. Naturally the quantities are not made known in advance 
of negotiation, or you would ruin your bargaining power. 

fter all, we are in business trying to get the best price we can for 
the Government. So each year there is provided a fist of approved 
materials and quantities. is list, together with such considerations 
as the possibly disruptive effect on the market and the effect on 
domestic users, constitutes the limitations on procurement. 

Mr. Mutter. Now, I think the restriction on the releasing of any- 
thing from the supplemental stockpile was written into the law this 
year. 

Mr. Rawirnes. Yes, sir; that is on the CCC supplemental stockpile. 

Mr. Muurer. There was no such restriction up to that time? 

Mr. Rawtitnes. No, sir. . 

Mr. Mutter. Can you furnish the information as to whether any 
diamonds were released from the stockpile prior to the restriction 
being written into law and if so, the amount ? 

Mr. Rawttnes. There was absolutely nothing released. I can say 
that. And it was the policy of the Board of Directors of the Com- 
modity Credit Corporation not to release any materials prior to the 
passage of this law ; namely, the Agricultural Act of 1956. 
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Mr. Munver. Will you identify the contracts to be entered in the 
record / 

Mr. Rawtres. This is a contract between the William H. Muller & 
Co., Inc., New York, N. Y., and the Commodity Credit Corporation 
for the exchange of ferrochromium silicon for CCC-owned agricul- 
tural commodities. ‘The value of this contract is $1,749,400. 

The next contract is between Frank Samuel & Co., Inc., Phila- 
delphia, Pa., involving the exchange of ferromanganese manufactured 
in Norway and Yugoslavia for CCC-owned agricultural commodities, 
and this is $481,140. 

The next contract is between North American Continental Co. and 
Commodity Credit involving the exchange of cadmium produced m 
the Belgium Congo in exchange for CCC-owned vansnedals in the 
amount of $190,467.15. 

The next contract is with Schwab Bros. Corp., New York, N. Y., 
and this involves muscovite mica, block film, and splittings, originat- 
ing in India, in the amount of $2,134,440. 

On the diamond contracts, I am leaving a blank form which we use 
and am submitting with that form a list of contractors with the CCC 
as contracting officer of 14 contractors for the acquisition on January 
16, 1956. All those contracts will be identical, of course. 

Mr. Muurer. In advance of the January 16, 1956, diamond con- 
tracts, did you send out a letter or a telegram to various firms that you 
thought might have diamonds available asking them to advise you 
what diamonds, if any, they had available? 

Mr. Rawiines. Yes, sir. And I will submit for the record the tele- 
grain of April 17, 1955. Here is a photostatie copy, and I will also 
submit for the record a list of all the people to whom we addressed 
this telegram. 

Of course, all of them did not accept. Also, I will submit the tele- 
gram we sent out on January 16, 1956, with the list attached of the 
addressees we sent that to. 

I also have a table here showing the firms which accepted diamonds 
with which we had contracts on January 16. It shows the inventory 
value, the carats in inventory, the carats offered, and the approximate 
value. 

(The documents referred to are as follows :) 


Night letter. 
APRIL 17, 1955. 

[See attached sheet for addresses. ]} 

«CC in position consider offers limited quantity industrial diamonds in exchange 
for CCC-owned agricultural commodities available for export at market price 
as determined by CCC. It is desire of CCC to undertake this procurement 
with least possible effect on mdustrial-diamond market; and without depriving 
industrial users of their normal supplies this material. If your firm in position 
to insure compliance with this policy and operate on barter. basis, yout May 
submit to CCC an offer of industrial diamonds together with the following in- 
formation: (1) Total valne physical inventory on hand in the United States 
and under your eontrol as of 9 a. m., e. s. t., April 18, 1955, of industrial dia- 
monds meeting requirements of national stockpile specification P-—1 dated April 1, 
1949, and available fer immediate delivery, and inspection at the Government’s 
convenience without further notice ; (2) approximate caratage and average value 
per carat in each class, and total estimated value each class; (3) number of 
earats and estimated total value of industrial diamonds in each elass which 
you consider in exeess of the historic requirements of your norm) customers and 
available for delivery under barter. Please note that (a) the exchange value 
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of industrial diamonds offered will be determined by a Government appraiser 
whose decision shall be final; (b) pursuant to section 304 of Public Law 480, 
agricultural commodities delivered under a barter contract may not be shipped 
or transshipped to Communist bloc countries; (¢) funds made available by the 
United States Government for purchase of United States agricultural commodities 
may not be used as payment in export sale of agricultural commodities delivered 
under barter contract; (d@) CCC requires irrevocable letter of credit performance 
guaranty to assure delivery of any diamonds contracted for; (e) barter con- 
tractor is responsible for selling and exporting agricultural commodities in- 
volved; (f) contract, if any, will contain detailed provisions concerning points 
(a) to (ec) above, and set forth any guaranties required of contractor to insure 
compliance. Offers, if any, must be filed with the telegraph office or postmarked 
not later than 6 p. m., e. s. t., April 18, 1955. Offers filed or postmarked after 
this deadline cannot be considered. Commodity Credit Corporation reserves 
the right to reject any and all offers or any part of any individual offers. Due 
to the nature of the proposed transactions, involving the exportation of agri- 
cultural commodities, offers for less than $200,000 worth of industrial diamonds 
cannot be considered. Any acceptance of offers will be conditioned on execution 
by the parties of mutually satisfactory formal contract, based on OCC’s cus- 
tomary provisions contained in such contracts. Prior to execution of such formal 
contract, CCC assumes no obligations whatsoever in regard to material offered. 
Prior to telegraphic acceptance by CCC, offers may be withdrawn in writing. 
Bort not required as part of offer, but due consideration will be given offers 
including some bort. 
EArt M. HuGues, 
Executive Vice President, Commodity Credit Corporation. 


Leon Tempelsman & Son, 551 Fifth Avenue, New York, N. Y. 

Meade Industrial Diamond Corp., 6 Bast 45th Street, New York, N. Y. 

International Bartering Co., 52 Broadway, New York, N. Y. 

Abrasive Dressing Tool Co., 14528 Second Boulevard, Detroit, Mich. 

Mr. Tom Martin, 8811 Blackstone Avenue, Chicago, Ill. 

Huxley-Westfried Corp., Empire State Building, 350 Fifth Avenue, New York, 
Ww: Y: 

Diamond Distributors, Inc., 589 Fifth Avenue, New York, N. Y. 

Anco Industrial Diamond Corp., care of Sol C. Bennett, 1025 Connecticut Avenue, 
Washington, D. C. 

Lesco Diamond Corp., 18 Bast 48th Street, New York, N. Y. 

Mogor Industrial Diamond Co., 55 West 424 Street, New York, N. Y. 

Brodman Industrial Diamond Co., 2284 National Bank Building, Detroit, Mich. 

Lieber & Solow. Inc., 20 West 434 Street, New York, N. Y. 

Antwerp Industrial Diamond Co., 535 Fifth Avenue, New York, N. Y. 

North American Continental Co., Inc., 202 Produce Exchange, New York, N. Y. 

Freed Industrial Diamond Corp., 535 Fifth Avenue, New York, N. Y. 

United States Industrial Diamond Corp., 589 Fifth Avenue, New York, N. Y. 

Rough Diamond Co., Inc., Rockefeller Center, 630 Fifth Avenue, New York, N. Y. 

Frisch Industrial Diamond Corp., 6 East 45th Street, New York, N. Y. 

Mr. H. Gauverien, 255 West End Avenue, New York, N. Y. 

Mr. J. Casper Oginz, 106 Clarendon Street, Springfield, Mass. 

Mr. Fred Chariton, 576 Fifth Avenue, New York, N. Y. 

Affiliated Diamond Corp., 2 West 46th Street, New York, N. Y. 

Michael Werdiger, Inc., 2 West 46th Street, New York, N. Y. 

The Van Itallie Corp., 70 West 40th Street, New York, N. Y. 

Diamond Tool Research Co., Inc., 380 Second Avenue, New York, N. Y. 

A. G. Parser, Inc., 15 West 44th Street, New York, N. Y. 

General Diamond Co... 576 Fifth Avenue, New York; N. Y. 

Censor Bros. & Rosenblum, Rongh and Polished Diamonds, 36 West 47th Street, 
New York, N. Y. 

Bond Diamond Co., 155 Summit Street, Newark, N. J. 

George Candelli, director, General Equipment Expert Co., 521 Fifth Avenue, New 
York, N. Y. 

Mr. Corbally, Maurice Dessau Co., 589 Fifth Avenue, New York, N. Y. 
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Night letter. 
JANUARY 16, 1956. 

[See attached sheet for addresses.] 

(1) CCC in position to consider offers of limited quantity industrial diamonds 
in exchange for CCC-owned wheat, cheese, butter, oats, barley, rye, rice, and cot- 
ton available for export at market price as determined by CCC, or on bid basis. 

(2) Offers of bort will not be accepted. 

(3) It is desire of CCC to undertake this procurement with least possible effect 
on industrial diamond market, and without depriving industrial users of their 
normal supplies this material. 

(4) If your firm in position to insure compliance with this policy and operate 
on barter basis, you may submit to CCC an offer of industrial diamonds together 
with the following information— 

(a) Total value physical inventory on hand in the United States and 
under your control as of 9 a. m., e. s. t., January 17, 1956, of industrial dia- 
monds meetings requirements of national stockpile specification P-19 dated 
April 1, 1949, and available for immediate delivery ; 

(b) Approximate caratage and average value per carat in each class, and 
total estimated value each class; 

(c) Number of carats and estimated total value of industrial diamonds 
in each class which you consider in excess of the historic requirements of 
your normal customers and available for delivery under barter. 

(5) If your offer considered by CCC as basis for negotiation of barter contract, 
entire quantity offered must be available in a single container or package for 
immediate sealing by CCC or its designee, and must be held by you pending 
execution mutually agreeable contract by CCC Executive Vice President and 
subsequent inspection and evaluation by Government appraiser. 

(6) Offers, if any, must be filed with the telegraph office or postmarked not 
later than 4 p. m., e. s. t., January 18, 1956. Offers filed or postmarked after 
this deadline will not be considered. 

(7) CCC reserves the right to reject any and all offers or any part of any 
individual offers. 

(8) Due to the nature of the proposed transactions, involving the exportation 
of agricultural commodities, offers for less than $200,000 worth of industrial 
diamonds cannot be considered. ’ 

(9) Prior to telegraphic acceptance by CCC, offers may be withdrawn in writ- 
ing. 

(10) Prior to execution of formal contract, CCC assumes no obligations what- 
soever in regard to material offered and sealed. 

(11) Please note that— 

(a) The exchange value of industrial diamonds offered will be determined 
by a Government appraiser, whose decision shall be final ; 

(bd) Pursuant to section 304 of Public Law 480, agricultural commodities 
delivered under a barter contract may not be shipped or transshipped to 
Communist bloc countries ; 

(c) Funds made available by the United States Government for purchase 
of United States agricultural commodities may not be used as payment in 
export sale of agricultural commodities delivered under barter contract; 

(d@) CCC requires irrevocable letter of credit performance guaranty to 
assure delivery of any diamonds which may be contracted for; 

(e) Barter contractor is responsible for selling and exporting agricul- 
tural commodities involved ; 

(f) Contract, if any, will be based on CCC’s customary provisions, will 
contain detailed provisions concerning points (a) to (e) above, and will set 
forth any guaranties required of contractor to insure compliance. 


Water ©. Bercer, 
Acting Executive Vice President, 
Commodity Credit Corporation. 


Associated Commodity Corp., Woolworth Building, 50th floor, New York 7, N. Y. 
Abrasive Dressing Tool Co., 14528 Second Boulevard, Detroit 3, Mich. 

Anco Industrial Diamond Corp., 501 Fifth Avenue, New York 17, N. Y. 

Archie J. Battista, Geo. H. McFadden & Bro., 60 Beaver Street, New York, N. Y. 
Mr. Henry Cauverien, 255 West End Avenue, New York, N. Y. 

Censor Bros. & Rosenblum, 71 West 47th Street, New York 36, N. Y. 

Daub Bros. Co., 2 West 46th Street, New York 36, N. Y. 
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R. Farro, 565 Fifth Avenue, New York 17, N. Y. 

Freed Industrial Diamond Corp., 535 Fifth Avenue, New York 17, N. Y. 

Frisch Industrial Diamond Corp., 6 East 45th Street, New York 17, N. Y. 

General Diamond Co., 576 Fifth Avenue, New York 36, N. Y. 

R. & L. Goldmuntz, Inc., 630 Fifth Avenue, New York 20, N. Y. 

Mr. Joseph Clark Baldwin, The Brook, 111 East 54th Street, New York 22, N. Y. 

Anco Industrial Diamond Corp., care of Sol Bennett, 1025 Connecticut Avenue 
NW., Washington, D. C. 

Mr. William H. Hynds, cotton consultant, 820 Connecticut Avenue, Washington 
6, D. C. 

International Bartering Co., 52 Broadway, New York 4, N. Y. 

Mr. Frank E. Karelson, 230 Park Avenue, New York 17, N. Y. 

J. Klagsbrun, 630 Fifth Avenue, New York 20, N. Y. 

Walter H. Kress, 552 Fifth Avenue, New York 36, N. Y. 

Samuel B. Lek & Co., 7 West 45th Street, New York 19, N. Y. 

Lieber & Lolow, Inc., 20 West 43d Street, New York 36, N. Y. 

Tom Martin, 8811 Blackstone Avenue, Chicago i9, Ill. 

Meade Industrial Diamonds, 6 East 45th Street, New York 17, N. Y. 

Mogor Industrial Diamond Co., 55 West 42d Street, New York 18, N. Y. 

Nathansohn-Lipschutz Co., 36 West 47th Street, New York 36, N. Y. 

New American Industrial Corp., 576 Fifth Avenue, New York 36, N. Y. 

North American Continental Corp., 202 Produce Exchange, New York, N. Y. 

Lesco Diamond Corp., 18 East 48th Street, New York 17, N. Y. 

Mr. Henri Polak, industrial diamonds, 562 Fifth Avenue, New York 36, N. Y. 

A. G. Parser, Inc., 15 West 44th Street, New York 36, N. Y. 

Mr. John Querido, 562 Fifth Avenue, New York 36, N. Y. 

Rough Diamond Co., Inc., 630 Fifth Avenue, New York 20, N. Y. 

Anton Smit & Co., 333 West 52d Street, New York 19, N. Y. 

Leon Tempelsman & Son, 551 Fifth Avenue, New York 17, N. Y. 

Mr. G. E. Strickland, Jr., P. M. Dana, Inc., 233 Broadway, New York 7, N. Y. 

United States Industrial Diamond Corp., 589 Fifth Avenue, New York 17, N. Y. 

Van Itallie Corp., 70 West 40th Street, New York 18, N. Y. 

Vieyra Industrial Diamond, 580 Fifth Avenue, New York 36, N. Y. 

Michael Werdiger, 2 West 46th Street, New York 36, N. Y. 

Wilber-Ellis Co., 1206 South Maple Street, Los Angeles 15, Calif. 

Mr. Harry Winston, 7 East 5ist Street, New York, N. Y. 
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Mr. Mevrer. Is there anything else? 

Mr. Rawiines. Mr. Chairman, I am sorry. They left the diamond 
contract form out, but one of the men has gone after it. We will sub- 
mit that this afternoon. He has gone after it. The other contracts 
mentioned are here. 

Mr. Muurer. Fine. 

(The material referred to is as follows :) 


Contract No. BSD-SM-—55-114 


CoMMopiItry ExcHANGE CONTRACT 


This contract, entered into by and between Commodity Credit Corporation, 
a Federally-incorporated Agency of the United States of America, hereinafter 
called “COC,” and 

a corporation formed under the laws of the 
State of , hereinafter called “the contractor.” 

WITNESSETH : 

That, in considerstion of the mutual covenants and agreements herein set 
forth, the parties herete agree as follows: 


SECTION 1. BASIS OF EXCHANGE 


The eontractor shall deliver to CCC ferrochromium-silicon manufactured in 
the United States from chrome ore originating in foreign countries or areas 
other than those referred to in Section 9 a (3) hereof. The ferrochromium- 
silicon to be delivered pursuant to this contract shall be in exchange for CCC- 
owned agricultural commodities as hereinafter provided. 


SECTION 2. FERROCHROMIU M-SILICON 


a. Quantity.—The quantity of ferrechromium-silicon to be delivered pursuant 
to this contract shall be 5,000 long tons, 1 percent more or less at the option 
of the contractor: Provided, however, That the contractor shall not be entitled 
to deliver more than 4,950 long tons unless he notifies CCC in writing at least 
10 days prior to Mareh 31, 1957, or when accumulated deliveries reach, 4,950 
long tons, whichever occurs first, of the additional quantity which he intends 
to deliver. 

b. Hachange Value—The exchange value of all ferrochromium-silican (here- 
inafter referred to as “material’) delivered to and accepted by CCC shall be 
$0.24 per pound of contained chrome (Cr) and $0.1175 per pound of contained 
silicon (Si), delivered f. o. b. railway cars, preducing plant with rail freight 
prepaid by the contractor to any destination specified by CCO© east of the Mis- 
Sissippi River, plus $17.00 for each short ten of material packed in accordance 
with the packing requirements incorporated herein by paragraph ¢ of this 
section 2. 

ce. Quality.—Each lot of material accepted by CCC shall conform in every 
respect to all requirements of National Stockpile Specification P-11-c dated 
May 5, 1955 (incorporated herein by reference and made a part hereof). 

(1) Chemical and Physical Requirements : The following chemical and physical 
requirements are contained in National Stockpile Specification P-1l-c dated 
May 5, 1955, and are set forth herein for convenient reference only : 

i. Chemical Requirements : 
Percent by Weight 


Chaembane.i( Gath asides usis= 54> binssestdaks iis s— raeticttend 3h 39.00 to 41.00 
Silicon (Si}si-+---- itso uidawd—beu disiebe ~iegp bl, eben ee 42.00 to 46.00 
Carbon (C) Maximum-—__ __- shin shes Shien - OSHS i 00.05 
Sulfur (8) Maximwm-_._--_- pirbsuceid- Pus eini hse eles tick aes 00.05 
Veeephorus (FP), Meximun..-....-+-<<<+-.=56-~~~-5-+<-<5- io 00.05 


ii. Physical Requirements: All ferrochromiun-silicon shall be furnished 

in lump size one-inch or larger. No lumps shall exceed T5 pounds. 
d. Inspection, Weighing, Sampling and Analyzing.—Each lot of material de- 
livered to COC pursuant to this contraet shall be subject to inspection, weighing, 
sampling and chemical analysis by CCC or its designee in accordance with stand- 
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ard commercial practice at the expense of CCC as specified below. A “lot” as 
referred to herein shall consist of a minimum of four railway carloads, 

(1) Each lot of material shall be weighed at the producing plant immediately 
prior to or at the time of loading for shipment, in accordance with methods ac- 
ceptable to CCC’s, or its designee’s, representative. Signed weight certificates 
issued by the weighmaster performing the weighing operation shall be final 
for the purpose of determining the net weight of each lot. The contractor shall 
arrange with the producing plant for the use of its weighing facilities. i 

(2) Each lot shall be sampled in the presence of the representative of CCC 
or its designee, in accordance with standard commercial practice at the producing 
plant prior to shipment. The contractor shall arrange with the producing plant 
to perform the sampling operation and for the use of such of the producing 
plant’s facilities as may be necessary to accomplish such sampling in a manner 
satisfactory to the representative of CCC, or its designee, who witnesses the 
sampling operation. Such arrangements shall be made by the contractor at no 
expense to CCC. The representative sample of each lot shall be prepared for 
chemical analysis and divided into three portions. One portion of the sample 
shall be delivered to the contractor and two portions shall be delivered to CCC, 
or its designee, one of which will be held for use as an unpire sample. The 
contractor may, by written notice to CCC prior to completion of sampling, waive 
its right to its portion of the sample and to the umpire provisions of this con- 
tract. In the event of such waiver by the contractor, CCC’s analysis shall be 
final. 

(3) CCC, or its designee, and the contractor shall have their respective por- 
tions of the sample analyzed for all elements necessary to determine compliance 
with the chemical requirements set forth in paragraph c (1) i above of this 
section, and each party shall furnish the other party a copy of the analysis 
certificate issued covering the results of the analysis performed on its portion of 
the sample. With respect to the percentage of elements contained, CCC’s 
analysis shall be final and the basis of acceptance or rejection of each lot of 
material and settlement therefor: Provided, however, That either party may, 
within 10 days after the exchange of analysis certificates, request an analysis 
of the umpire portion of the sample if one party’s analysis indicates that the 
material does not meet the chemical requirements set forth in paragraph ¢ (1) i 
of this section, and the other party’s analysis indicates that the material does 
meet said chemical requirements; or if the contractor’s analysis regarding the 
percent of contained chrome (Cr) or silicon (Si) differs from the analysis made 
by CCC, or its designee, by more than one-half percent. In the event an umpire 
analysis is requested by either party, the umpire portion of the sample shall be 
analyzed by CCC designated analyst, approved by the contractor, and the basis of 
acceptance or rejection of each lot of material and settlement therefor shall be 
that percentage, for each element in question, which is the intermediate per- 
centage of those shown in the three analysis certificates (CCC’s, contractor’s or 
umpire’s, Whichever the case may be). 

(4) In the event the services of an umpire analyst are required, the cost of 
such services shall be borne by the party whose analysis differs most from the 
umpire analysis. In the event of an equal difference, the cost shall be borne 
equally by both parties. 

(5) With respect to the physical requirements of this contract, set forth in 
paragraph e (1) ii of this section, tests performed at the producing plant in the 
presence of CCC’s, or its designee’s representative and the contractor’s repre- 
sentative by mutually agreeable methods shall be final and the basis of acceptance 
or rejection. 

e. Delivery.—Delivery of the material shall be made f. 0. b. railway cars, pro- 
ducing plants located at Calvert City, Kentucky; Niagara Falls, New York; or 
Charleston, South Carolina, with freight prepaid by the contractor to destina- 
tions east of the Mississippi River specified by CCC or its designee. Delivery 
of the entire quantity shall be made by March 31, 1957, at the rate of not less 
than 500 long tons each calendar quarter, starting during or before the fourth 
calendar quarter of 1955: Provided, however, That the contractor may accelerate 
deliveries under this contract. : 

If delivery is not made as specified above, CCC shall have the option of extend- 
ing the date(s) of delivery, or of terminating the contractor’s right to make 


further deliveries under this contract, any such extension or termination to be 
in writing. 
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f. Docwments.—Not less than 10 days prior to the availability of any lot of 
material for delivery and inspection the contractor shall furnish to each of 
the following one completed copy of GSA Form 199: 

Director, Barter and Stockpiling Division, Commodity Stabilization Service, 
United States Department of Agriculture, Washington 25, D. C. 

Director, Storage and Shipping Division, Emergency Procurement Service, 
General Services Administration, Washington 25, D. C. 

Chief, Commodity Branch, Inspection Branch, FSS, 7th and D Streets SW.., 
Washington 25, D. C. 

(2) At the time of delivery of material, or as soon thereafter as possible, the 
contractor shall furnish CCC, at his expense, the following documents for each 
such delivery: 


Contractors final commercial invoice to CCC ) Original 


Certificate of origin on chrome ore and 
Weight Certificate Five 
Analysis Certificate Copies 


(3) The commercial invoice shall bear the following certification signed 
manually by the contractor: “This is to certify that this bill is correct and just 
and that payment therefor has not been received.” 

(4) Any extra cost arising from the contractor’s failure to furnish said docu- 
ments to the CCC as required shall be for the account of the contractor. 

(5) All documents furnished CCC pursuant to this Section 2 f shall be ad- 
dressed to the Director, Barter and Stockpiling Division, U. S. Department of 
Agriculture, Washington 25, D. C. 

g. Title and Risk of Loss and Damage.—tTitle and risk of loss and damage to 
the material shall pass to CCC after loading aboard railway cars at an f. o. b. 
point named herein and after receipt by the carrier on the railway bill of lading 
indicating that shipment was received in good order. In the event any material 
is rejected, title thereto and risk of loss and damage shall revert to the con- 
tractor at the time that notice of rejection of such material is filed with the tele- 
graph office. As used herein, the term telegraph office shall include the U. 8. 
Department of Agriculture telegraph office, as well as any Western Union Office. 

h. Acceptance or Rejection of Material.—Acceptance or rejection of material 
delivered pursuant to this contract shall be made after delivery and after weigh- 
ing, analysis and test as provided in Section 2 d hereof. Any shipment of mate- 
rial meeting the specification outlined in Section 2 ¢ hereof and otherwise con- 
forming to the terms of this contract shall be accepted by CCC. Any material not 
meeting such specifications, or not conforming to other terms of this contract 
may be rejected. In the event of rejection of any lot of material delivered pur- 
suant to this contract, the contractor shall within sixty (60) days from the date 
of such rejection, reimburse CCC for all costs occasioned by reason of such rejec- 
tion and remove the rejected material. Any rejected material shall be replaced 
by the contractor within sixty (60) days after the date of issuance of notice of 
rejection. 

i. Replacement Ore.—The contractor shall import or cause to be imported by 
his supplier, into the United States, approximately 6,650 long tons of chrome ore 
or chrome ore concentrates to be used for processing material to be delivered as 
specified in this contract or to replace inventory stocks of chrome cre or concen- 
trates consumed in the processing of material. Such chrome ore shall originate 
in, and be exported from, friendly countries. Shipment of replacement ore and 
concentrates from foreign ports shall be completed by March 31, 1957. The 
contractor shall promptly notify CCC in writing after shipment of each lot of 
replacement ore or concentrates of the tonnage shipped, name and registry of 
vessel, country of origin, date and port of arrival and the name of the consignee 
at inland destination in the United States. 

j. Credits to Contractor's Account.—Upon receipt by CCC of properly executed 
documents as specified in 2 f (2) above and a statement from the Hmergency 
Procurement Service of the General Services Administration that material has 
been delivered and accepted, CCC shall credit the contractor’s account with the 
exchange value of the material represented by such documents, and shall so 
notify the contractor. 

k. Use of United States Flag Commercial Vessels.—The following require- 
ments shall apply with respect to any ore or concentrates shipped as specified in 
Section 2 i: (1) if all such ore and concentrates shipped is transported in one 





shipment, such shipment shall be on a privately owned United States-flag com- 
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mercial vessel; (2) if only one shipment is made from any one country, or geo- 
graphic area if the country from which such ore and concentrates is shipped is 
within more than one geographic area, such shipment shall be on a privately 
owned United States-flag commercial vessel (information as to geographic areas 
may be obtained from CCC); (3) if more than one shipment is made from any 
country, or geographic area if the country from which such ore and concentrates 
is shipped is within more than one geographic area, at least fifty percent (50%) 
of the gross tonnage of such ore and concentrates shipped (computed separately 
for dry bulk carriers, dry cargo liners and tankers) shall be transported on 
privately owned United States-flag commercial vessels. The Government desires, 
however, that as much as practicable in excess of such fifty percent (50%) of 
gross tonnage be so transported. 

Notwithstanding anything to the contrary above, if CCC determines, after 
notification by the contractor, that privately owned United States-flag commer- 
cial vessels are not available at fair and reasonable rates for such vessels, it will 
authorize the contractor to make shipment on foreign-flag vessels. 

(1) In the event shipment of any of the ore or concentrates, not exceeding fifty 
percent (50%) of the total replacement requirement, on a privately owned United 
States-flag commercial vessel will result in payment of greater transportation 
expense than would obtain if such shipment were transported on a foreign-flag 
vessel, CCC shall reimburse the contractor for such increased transportation ex- 
pense upon receipt of an invoice from the vessel owner or operator containing a 
certification that payment has been received: Provided, That before the contrac- 
tor shall charter a vessel at such increased expense he shall obtain CCC’s written 
approval thereof. The contractor’s written request for approval shall include 
(a) the name of the privately owned United States-flag commercial vessel pro- 
posed for shipment and the ocean freight rate applicable to such shipment, and 
(b) all details and identification of a comparable foreign-flag vessel then avail- 
able and the applicable ocean freight rate quotation. CCC shall approve or dis- 
approve the contractor’s request within 24 working hours after receipt thereof. 
CCC’s approval shall state that portion of the ocean freight rate which shall be 
for its account. 


1. Restrictive Charter Clause 


(1) The contractor agrees to include the following Restrictive Charter Clause 
in any charter party agreement entered into by him for the transportation on 
foreign-flag vessels of ore or concentrates as specified in Section 2i: 

“The vessel will not enter any Communist Far Bast port until after sixty 
(60) days from the date of completion of discharge of the entire cargo 
under this charter. In the event of failure to comply with said agreement, 
twenty-five percent (25%) of the freight charges for ocean transportation 
hereunder will not be earned. Twenty-five percent (25%) of the freight 
charges payable hereunder will be withheld by the Charterer until the 
owner or his authorized agent submits evidence satisfactory to the Charterer 
that the vessel has not entered any Communist Far East port until after the 
eapiration of the sixty (60) day period following such discharge under 
the charter, and in the absence of such evidence the withheld portion of 
the charges will not be paid.” 
The contractor further agrees to notify the vessel owner, or his authorized 
agent, that in the event of violation of the provisions of said clause all vessels 
of the owner may be barred from further chartering for the transportation 
of cargoes owned by or destined for the Government of the United States of 
America. 

(2) Promptly after the expiration of the sixty (60) day period provided 
in the Restrictive Charter Clause stated in paragraph (1), above, the con- 
tractor, on the basis of the evidence furnished him by the vessel owner, or 
his authorized agent, shall determine whether the vessel has complied with 
the said clause. If the contractor determines that said clause has been com- 
plied with, the contractor shall pay to the owner of the vessel, or his authorized 
agent, the aforesaid withheld twenty-five percent (25%). If the contractor 
determines that the said clause has not been complied with, the contractor shall 
notify the owner of the vessel, or his authorized agent, of such determination 
of violation of said clause and shall afford said owner, or his authorized agent, 
thirty (30) days within which to furnish to the contractor any additional 
evidence which will show to the satisfaction of the contractor that the said 
clause has not been violated. During said thirty (30) day period the con- 
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tractor shall continue to withhold the aforesaid twenty-five percent (25%) of 
the freight charges. If upon the expiration of said thirty (30) day period the 
owner of the vessel, or his authorized agent, has not established proof satis- 
factory to the contractor of compliance with said clause, the contractor shall 
advise the owner of the vessel, or his authorized agent, of such final determina- 
tion and shall thereafter promptly pay to the CCC the full amount of the freight 
charges withheld by the contractor pursuant to the said Restrictive Charter 
Clause. 

(3) Promptly after expiration of the sixty (60) day period provided in the 
above-stated Restrictive Charter Clause, the contractor shall furnish CCC with 
a complete statement of the evidence submitted to him by the owner of the 
vessel, or his authorized agent, pursuant to the provisions of said clause on 
which the contractor has based his determination that there has been com- 
pliance or noncompliance with said clause. In the event of a determination by 
the contractor of noncompliance with said clause, the contractor shall thereafter 
furnish CCC, promptly after receipt by him, such additional information as may 
be received by him from the vessel owner, or his agent, within the thirty (30) 
day period provided for in paragraph (2) above. 

(4) Notwithstanding any other provision of this Section, the contractor and 
CCC agree and stipulate that the question of compliance or noncompliance by 
the vessel owner with the Restrictive Charter Clause is one: of fact. Conse- 
quently, if at any time after payment by the contractor to the vessel owner, or 
his authorized agent, of the aforesaid withheld twenty-five percent (25%) CCC 
should discover that the vessel in question did in fact enter a Communit Far 
East Port before expiration of the sixty (60) day period provided in said clause, 
the contractor shall be indebted to and shall pay to CCC the full amount of said 
withheld twenty-five percent (25%) of the freight charges. Conversely, if at any 
time after the contractor has finally determined that there has been noncom- 
pliance with said clause and has paid the withheld twenty-five percent (25%) of 
the freight charges to CCC pursuant to paragraph (2) of this Section, it should 
be conclusively established that the vessel in question did not in fact enter a 
Communist Far East Port before expiration of the sixty (60) day period pro- 
vided in said clause, CCC shall reimburse the contractor with the full amount of 
the twenty-five percent (25%) of freight charges withheld by the contractor from 
uhe vessel owner. 


SECTION 3. LIQUIDATED DAMAGES FOR NON-DELIVERY OF MATERIAL 


a. Upon termination by CCC, pursuant to Section 2 or 4, of the contractor’s 
right to make further deliveries under this contract, the contractor shall pay to 
CCC as liquidated damages and not as a penalty a sum equalling two and one half 
percent (244%) of the exchange value of the undelivered material which this 
contract requires to be delivered. 

b. Payment of liquidated damages shall be waived as to any part of the material 
which the contractor is prevented from delivering due solely to unforseeable 
causes beyond the control and without the fault or negligence of the contractor. 
Such causes may include but are not restricted to: Act of God or of the public 
enemy or of the Government; fires, floods, epidemics, quarantine restrictions, 
strikes, freight embargoes, and unusually severe weather; and defaults of a 
subcontractor due to any of such causes unless CCC determines that the ma- 
terial to be furnished by the subcontractor was obtainable from other sources 
at comparable cost and in sufficient time to permit the contractor to meet the 
contract requirements. The contractor's obligation to accept delivery of agricul- 
tural commodities under this contract shall be reduced to the extent of the total 
exchange value of the material not delivered, and with respect to which pay- 
ment of liquidated damages has been waived. Such reductions, however, shall 
not be applied to any quantity of the agricultural commodity for which the 
exchange value has been fixed on or before the third (3rd) day following the 
date stated in Section 5 ¢ (1). 


SECTION 4. PERFORMANCE GUARANTEE ON MATERIAL 


a. Within ten (10) banking days after the signing of this contract, the con- 
tractor shall furnish CCC a certified or cashier’s check, or an irrevocable letter 
of credit, or a performance bond, in favor of and acceptable to CCC, conditioned 
on faithful performance of the contractor’s obligations under Section 2 and 3, 
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in an amount equal to two and one-half percent (244%) of the minimum total 
exchange value of the material covered by this contract. 

b. If a letter of credit has been furnished, when each delivery of material is 
determined to be acceptable hereunder, and properly executed documents cover- 
ing each such delivery have been received by CCC, CCC shall notify the bank that 
it is agreeable to a reduction in the amount of the letter of credit equal to two 
and one-half percent (244%) of the total exchange value of material accepted: 
and upon fulfillment of the contractor’s obligations under Sections 2 and 8 of 
this contract, CCC shall notify the bank that it is agreeable to cancellation of 
the letter of credit. If a certified or cashier’s check has been furnished, refund 
of such check by CCC to the contractor shall be made at the same rate and on 
the same basis as provided above for reduction of letter of credit; and upon 
fulfillment of the contractor’s obligations under Sections 2 and 3 of this con- 
tract, CCC shall refund any excess of such check over the total amount pre- 
viously refunded to the contractor. If a performance bond has been furnished, 
CCC shall notify the bonding firm when the contractor has fulfilled his obligations 
under Sections 2 and 3 of this contract. In the event the contractor notifies CCC 
in writing prior to the final date specified in Section 2 for the delivery of the 
material, or any extension thereof granted by CCC, of his inability to deliver 
any of the material, or any part thereof, CCC shall have the right to imme- 
diately draw against the letter of credit or to make demand under the perform- 
ance bond on receipt of such notice. 

e. If the contractor fails to furnish to CCC a certified or cashier’s check, or 
letter of credit, or a performance bond acceptable to CCC, within the time 
specified herein, CCC may elect to terminate the contractor’s right to make 
further deliveries of material under this contract, any such termination to be 
in writing. 


SECTION 5. AVAILABILITY OF AGRICULTURAL COMMODITIES 


a. Commodities and Quality—The commodities deliverable hereunder shall 
be wheat and corn of such qualities as may be made available for sale by CCC 
from inventories acquired through its price support program and as may be 
designated by the contractor. Other agricultural commodities from such inven- 
tories, as approved by CCC for exchange under this contract, in addition to 
wheat and corn shall be available to the contractor for application against this 
contract as specified in Section 5d. 

b. Quantity.—The quantity of agricultural commodities deliverable hereunder 
shall be such as has a total exchange value of $1,749,400. Such quantity shall be 
subject to an overall tolerance of five percent (5%), more or less, at the con- 
tractor’s option. The quantity of agricultural commodities deliverable here- 
under shall be automatically increased in accordance with the exchange yalue 
of material accepted by CCC under the terms of this contract. Except as pro- 
vided in Section 3b, the contractor’s obligation with respect to the acceptance 
of agricultural commodities hereunder shall not be affected by any failure of 
the contractor to deliver the material under this contract. 

ce. Exchange Value.—(1) The contractor may specify any date, not later than 
December 31, 1955, for CCC to notify him of the exchange value of wheat or corn, 
f. o. b. ocean vessel. Requests for issuance of notice of exchange value must 
be received by the Barter and Stockpiling Division, Commodity Stabilization 
Service, U. S. Department of Agriculture, Washington 25, D. C., not later than 
4:15 p. m., EST, on the market day for which notice of exchange value is 
requested. 

(2) After the close of the market on the date specified by the contractor, 
CCC shall notify him of such exchange value, which shall be the market price 
as determined by CCC, basis per sixty (60) Ib. bushel of wheat and per fifty-six 
(56) lb. bushel of corn, in bulk, f. 0. b. ocean vessel, port at CCC’s option. In 
the event delivery is made “in store,” any reduction in exchange value on account 
of such delivery shall be determined by CCC. The contractor shall not be en- 
titled to obtain a notice of exchange value covering a commodity of a class and 
grade during the period that there is a notice of exchange value outstanding 
under which the contractor may accept the same class and grade of such 
commodity. 

(3) Unless otherwise specified in CCC’s notice of exchange value, the con- 
tractor’s acceptance of exchange value, if any, must be filed with the telegraph 
office, or with CCC direct, not later than 5:30 p. m., EST, on the third (3d) 
ealendar day after the date on which CCC’s market price determination, as 
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shown in such notice, is based. The contractor may accept the exchange value 
of any of the commodities listed in such notice for all or any part of the quantity 
specified in the notice of exchange value, or for all or any part of the quantity 
deliverable under this contract if no quantity is specified in the notice of exchange 
value. Unless the notice of exchange value specifies otherwise, the contractor 
shall have the option of taking delivery of five percent (5%) more or less than 
the quantity for which he has accepted an exchange value, subject to the overall 
tolerance specified in Section 5b. 

d. Additional Availability of Agricultural Commodities—(1) Oats, barley, 
grain sorghums, rye, and other agricultural commodities approved by CCC 
for exchange under this contract, which are available for export on a daily 
quotation basis, other than sales involving foreign currency, shall also be 
available to the contractor under the terms and conditions of this contract, 
including Section 5c. Whenever there is a CCC export-subsidy program or other 
special export-sales program of CCC in effect on a commodity at the time the 
contractor requests an exchange value for such commodity, and exportation 
pursuant to this contract will meet the appropriate requirements of such pro- 
gram as determined by CCC; CCC shall, upon the contractor’s request, issue 
notice of exchange value pursuant to Section 5c, based on the market price, as 
determined by CCC, of the commodity and the net subsidized price, if any, 
which shall be the market price less the subsidy in effect at the time of issuance 
of the notice of exchange value. The sale or exportation of any commodity 
accepted by the contractor at a net subsidized price quoted under this subsec- 
tion d (1) or Section 5d (3) shall not be eligible for an export-subsidy payment 
or for registration under the International Wheat Agreement. In the case of 
any commodity accepted under this contract at a net subsidized price, the con- 
tractor shall, prior to delivery of the commodity and within five (5) days after 
the date of the contractor’s acceptance, furnish to CCC evidence of an export 
sale not involving payment of any subsidy. Such evidence may be in the form 
of certified true copies of offer and acceptance or other documentary evidence 
of sale, including cables exchanged between the contractor and his purchaser. 
It must be clear from the evidence that both the purchaser and the contractor 
agree that the sale is not intended for registration under the International Wheat 
Agreement. For this purpose, the code word “NONIWA” may be used in the 
exchange of cables or other contract documents. If the contractor fails to 
supply such evidence of sale within such five (5) day period, CCC shall have 
the right either to cancel the applicable price fixation at any time prior to 
submission of such evidence or to make delivery of the commodity and to hold 
the contractor to compliance with all other provisions of this contract, including, 
but not limited to, the provision that the sale or exportation of any commodity 
accepted by the contractor at a net subsidized price, shall not be eligible for 
an export-subsidy payment or for registration under the International Wheat 
Agreement. 

(2) Dairy products and other agricultural commodities approved by CCC for 
exchange under this contract, which are availble for sale for export at fixed 
prices, or on a competitive offer basis, or on a negotiated basis, other than sales 
involving foreign currency, shall also be available to the contractor, through 
CCC in Washington or through any CSS Commodity Office, for application against 
his obligation to accept agricultural commodities under this contract: Provided, 
That he notify CCC in Washington, and the CSS Commodity Office if the sale is 
made through such an office, in writing and not later than the time of sale, that 
the commodity so acquired is to be applied against this contract. Such sales must 
be completed on or before 5:30 p. m., EST. of the final date for which the con- 
tractor may request a notice of exchange value as specified in Section 5e (1). 
Purchase of such commodities by the contractor shall be subject to the terms and 
conditions which apply to such sales and the provisions of this contract relating 
to “Export Requirements” and “Financial Coverage for Agricultural Commodi- 
ties” also shall apply. 

(8) The contractor may, at any time on or before 5:30 p. m., EST, of the final 
date for which he may request a notice of exchange value as specified in Section 
5e (1), acquire against this contract directly from a CSS Commodity Office, 
any commodities approved by CCC for exchange under this contract which are 
available for export on a daily quotation basis, other than sales involving 
foreign currency, by accepting the price quoted to him within the time specified 
by the Commodity Office: Provided, That the contractor notifies the CSS Com- 
modity Office involved and CCC in Washington, in writing, at the time of such 
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sale that the commodity so acquired is to be applied against this contract. The 
terms and conditions of this contract, excluding Section 5c, shall apply to such 
acquisitions. If the price quoted to the contractor is a “net subsidized price” as 
such term is used in paragraph (1) of this Section 5d, the exportation of the 
commodity purchased also must meet the appropriate requirements, as desig- 
nated by CCC, of the export program pursuant to which such price was quoted. 

The sales price of a commodity purchased as provided in (2) and (3) above, 
shall be deemed to be the “exchange value” of such commodity for purposes of 
this contract. 

e. Automatic Firation.—If at 5:30 p. m., EST, on the third (3d) day following 
the date stated in Section 5c (1) the exchange value of a balance of agricultural 
commodities remains to be fixed, the contractor shall be obligated to accept such 
balance in No. 2 hard winter wheat: Provided, That to the extent CCC determines 
that it does not have No. 2 hard winter wheat available in its invetnory for 
delivery under this contract, the contractor shall be obligated to accept such bal- 
ance in No. 1 hard winter wheat. The exchange value of any such wheat shall 
be the market price as determined by CCC, in effect on the first market day 
following the day described above, in bulk, f. 0. b. ocean vessel, at ports of 
delivery determined by CCC, or at such other port as may be agreed upon by 
CCC and the contractor. 


SECTION 6. DELIVERY OF AGRICULTURAL COMMODITIES 


a. Delivery Instructions —The contractor shall furnish CCC with delivery 
instructions, in writing, calling for delivery f. 0. b. ocean vessel or “in store’, 
covering the commodity or commodities for which an exchange value has been 
fixed. However, whether delivery shall be made “in store” and the terminal 
point at which delivery “in store” is made, shall be at CCC's option, and the con- 
tractor shall obtain approval of CCC prior to issuing of “in store” delivery instruc- 
tions. The contractor shall have the option of taking delivery of ten percent 
(10%) more or less than the quantity specified in a delivery instruction, subject to 
the overall specified in Section. 5b. The quantity covered by an individual de- 
livery instruction calling for f. 0. b. vessel delivery shall not exceed one (1) 
eargo and the vessel shall be named in the instruction. Upon receipt of such 
delivery instruction calling for delivery f. 0. b. vessel, CCC shall promptly notify 
the contractor of the time and port at which such delivery will be made. The 
contractor shall not without the consent of CCC, furnish delivery instructions 
calling for delivery f. o. b. vessel earlier than fifteen (15) days after issuance 
of such instructions. If CCC cannot make delivery within the time specified 
in the delivery instructions, it shall notify the contractor of the time required 
to make delivery: in such event, CCC shall not be liable for any damages 
resulting from delay in delivery. CCC agrees, however, to make delivery as 
promptly as possible. 

b. Delivery.—Unless otherwise specified by CCC regarding commodities other 
than grain, delivery f. 0. b. ocean vessel shall be delivery, in bulk, at discharge 
and of loading spout. CCC shall not be responsible for stowing and trimming 
aboard the vessel. Delivery “in store” shall be made by transferring to the 
contractor terminal warehouse receipts calling for the quantity and quality of 
the commodity to be delivered. Delivery of a quality other than that for which 
an exchange value has been fixed may be made upon request by the contractor, 
such substitution and the adjustment to be made in exchange value to be at 
CCC’s option. Notwithstanding any other provision hereof, the quantity of 
commodities delivered shall not have an exchange value greater than the total 
exchange value credited to the contractor’s account pursuant to Section 2, plus 
the available amount of any applicable letter of credit or certified or cashier’s 
check furnished to CCC pursuant to Section 8. 

(1) Whenever the vessel fails to lift the minimum quantity of agricultural 
commodities covered by a delivery instruction, the contractor shall furnish CCC, 
within seven (7) calendar days after the vessel completes loading, supplementary 
delivery instructions covering at least the difference between the quantity lifted 
and the minimum quantity covered by the original instructions. If the contractor 
fails to furnish such supplementary delivery instructions, calling for delivery 
f. o. b. vessel or “in store,” within seven (7) calendar days, CCC shall have the 
right to: (a) delivery such difference “in store” at the same or any other port, 
at CCC’s option: or (b) if such seven (7) calendar day period expires on or 
before the date stated in Section 5¢e (1), reduce by such difference the quantity 
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of the commodity which CCC is obligated to deliver under the applicable price 
fixation; or (c) if such seven (7) calendar day period expires after such date, 
reduce the quantity of agricultural commodities CCC is obligated to deliver 
under this contract by a quantity having an exchange value equal to the exchange 
value of such difference. 

(2) This paragraph (2) shall apply notwithstanding anything to the contrary 
in (1) above. If the minimum quantity of agricultural commodities which the 
contractor is obligated to accept hereunder has been delivered as of 5:30 p. m., 
EST, on the thirtieth (30th) day following the last day described in Section 5e, 
no further deliveries, other than to vessel then loading, shall be made. If such 
minimum quantity has not been delivered as of 5:30 p. m., EST, on such day, 
or cannot be delivered to vessel then loading, the contractor’s right to further 
deliveries of agricultural commodities hereunder shall be deemed terminated ; 
CCC, however, shall have the option to deliver the balance of such minimum 
quantity “in store” at port(s) designated by CCC, or to reduce the quantity of 
agricultural commodities which it is obligated to deliver hereunder by a quantity 
having an exchange value equal to the exchange value of such balance. 

ce, Determination of Weight and Quality—(1) In the case of delivery f. o. b. 
ocean vessel, the weight of agricultural commodities shall be determined by a 
licensed weighmaster at the port and time of delivery. Such determination shall 
be final. CCC shall furnish the contractor six (6) copies of each weight cer- 
tificate. In the case of grain, grade shall be determined at the port and time of 
delivery, by an inspector licensed under the U. 8S. Grain Standards Act in accord- 
ance with the official Grain Standards of the United States. The grade and 
quality of other agricultural commodities shall be determined in accordance with 
standard commercial practice. Such determinations shall be final. In case of 
delivery “in store,’ delivery to the contractor of negotiable warehouse receipts 
calling for the commodity in the quantity, grade, and quality required, shall 
satisfy the obligation of CCC to make delivery hereunder. 

(2) Promptly after any commodity acquired from CCC pursuant to this con- 
tract has been loaded aboard vessel, the contractor shall transmit one (1) copy 
of each weight certificate and of each inspection certificate pertaining thereto to 
CCC in Washington as specified in Section 14. Such copies shall be transmitted 
with the on-board-ship bill of lading copy specified in Section 9b (1). 

d. Title and Risk of Loss or Damage.—tTitle and risk of loss or damage to 
agricultural commodities shall pass to the contractor concurrently with delivery. 


SECTION 7. WAREHOUSE CHARGES 


For any quantity of an agricultural commodity accepted by the contractor 
pursuant to Section 5c, 5d (1) and (3), or 5e, which remains in storage at the 
expiration of thirty (30) calendar days after the exchange value of such quan- 
tity was fixed, the contractor shall reimburse CCC for warehouse charges, at the 
rate of one-twentieth cent ($0.0005) per bushel per day for wheat, corn, grain 
sorghums, barley, or rye and at the rate of one-thirtieth cent per bushel per day 
for oats, for each day after such thirty (30) calendar days that such quantity 
remains in storage, and at such rate as CCC shall specify for other commodities, 
unless the reason for such quantity remaining in storage was CCC’s failure to 
deliver in accordance with delivery instructions. In the case of agricultural 
commodities purchased by the contractor at a fixed price, on a competitive offer 
basis, or on a negotiated basis, the free storage period and warehouse charges 
shall be as provided under the terms of such transactions. 


SECTION 8. FINANCIAL COVERAGE FOR AGRICULTURAL COMMODITIES 


a. In the event the contractor desires delivery of agricultural commodities 
having an exchange value in excess of the amount credited to the contractor’s 
account pursuant to Section 2, the contractor shall furnish to CCC, not later 
than five (5) banking days prior to the date specified for delivery of such com- 
modities, a letter of credit in favor of and acceptable to CCC, or a certified or 
eashier’s check payable to CCO, in the amount of excess. CCC shall not draw 
against such letter of credit unless the contractor is in default with respect to 
delivery of material: Provided, That, if the contractor notifies CCC in writing 
prior to such default of his inability to deliver the material, or any part thereof, 
CCC shall have the right to draw against any such letter of credit immediately 
upon receipt of such notice. Promptly after delivery and acceptance of material, 
and the crediting of the contractor’s account pursuant to Section 2, CCC shall 
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notify the bank that it is agreeable to a corresponding reduction of the letter 
of credit. If a certified or cashier’s check has been furnished, CCC shall make 
refund to the contractor on the same basis as is applicable to reduction of a 
letter of credit. 

b. Whenever there are any accrued warehouse charges due on a commodity 
at the time specified for delivery, the contractor shall furnish to CCC, prior to 
such delivery, a letter of credit or a certified or cashier’s check in an amount 
equal to such warehouse charges computed by CCC pursuant to Section 7 hereof. 

c. In the event the contractor desires delivery “in store” of any agricultural 
commodity deliverable hereunder, CCC may require, prior to such delivery, a 
bond, or other security acceptable to CCC, in an amount determined by CCC on 
the basis of the provisions of Section 9d and the quantity of the commodity in- 
volved, conditioned on faithful performance of the contractor's obligations under 
Section 9. 

SECTION 9. EXPORT REQUIREMENTS 


a. (1) Within sixty (60) days after delivery of a commodity by CCC the 
contractor shall export, or cause to be exported, such commodity to a foreign 
country or area other than those referred to in a (3) of this Section; and shall 
take all necessary precautions to prevent reentry of the commodity into the 
United States or any of its territories or possessions. If CCC determines that 
the contractor or any subsequent buyer is delayed in exporting the commodity 
delivered hereunder by causes beyond his control, CCC shall grant such ex- 
tension of time as it deems necessary for the contractor to export such com- 
modity or cause such commodity to be exported. 

(2) In the case of delivery f. 0. b. ocean vessel by CCC, the commodity so ex- 
ported shall be the identical commodity loaded on board the vessel by CCC. In 
the case of “in store” delivery by CCC, the commodity so exported shall be the 
identical commodity loaded out upon presentation to the warehouseman of the 
warehouse receipt transferred to the contractor by CCC. 

(3) The contractor warrants that he will not export any agricultural com- 
modity delivered hereunder to any country or area then listed in Subgroun A 
of Group R of the then current Comprehensive Export Schedule, as amended, 
issued by the Bureau of Foreign Commerce, United States Department of Com- 
merce. The contractor agrees to insert or cause to be inserted in the con- 
tract with the foreign importer of such commodity (a) a representation that 
the purchase or importation of the commodity is not being made for the purpose 
of resale or transshipment, or to increase the availability of such or like com- 
modities, to such a country or area, and (b) an agreement that the foreign im- 
porter will not, as a result of the purchase or importation, resell or transship the 
commodity, or increase the availability of such or like commodities, to such a 
country or area. 

(4) The contractor warrants that neither he nor any other person or firm 
which exports or sells for export the agricultural commodities acquired here- 
under will accept in payment for such agricultural commodities funds made 
available by the United States Government, or any agency thereof, expressly for 
the purchase of agricultural commodities produced in the United States, or funds 
made available as the result of the financing by the United States Government, 
or any agency thereof, of sales of agricultural commodities for foreign eur- 
rency. In the event that any such funds are accepted by any such parties in 
payment for agricultural commodities exported hereunder, such commodities 
shall not be considered as exported under this contract, and the contractor shall 
pay to CCC a price adjustment on such commodities in the amount determined 
in accordance with Section 9 d. 

b. (1) Promptly after any commodity acquired from CCC pursuant to this 
contract has been loaded abroad vessel, the contractor shall transmit one (1) 
copy of the on-board-ship bill of lading pertaining there to to CCC in Washington 
as specified in Section 14. Such copy shall be certified by the contractor, and 
the shipper if other than the contractor, as true and correct and shall show the 
net weight of the commodity loaded. the date and place of loading, the name of 
the vessel, and the name and address of the consignee. Such copy shall be 
transmitted with the weight and inspection certificate copies specified in Section 
6e¢ (2). 

(2) The contractor shall, within thirty (30) days after exporting the com- 
modity or causing the commodity to be exported, furnish proof of exportation to 
the CSS Commodity office serving the area in which delivery of the commodity 
was made by CCC. Proof of exportation shall consist of a copy of the on-board- 
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ship bill of lading, certified by the contractor, and the shipper if other than the 
contractor, as true and correct and as representing the commodity acquired from 
CCC, and showing the net weight of the commodity, the date and place of loading, 
name of vessel, and name and address of the consignee, together with the certifica- 
tion of the shipowner or his agent that the commodity described therein was 
actually loaded on vessel. 

e. If, between the time of delivery by CCC and the time of sailing of the vessel 
aboard which the commodity was loaded or was to be loaded, the contractor is 
prevented by acts of the United States Government from exporting any portion 
of the commodity to a country to which the commodity was sold at a time when 
such exportation was permissible, the contractor may so notify CCC, such notifi- 
cation to be in writing, within seventy (70) days after delivery by CCC and 
may return to CCC any such commodity. The contractor’s obligation to accept 
agricultural commodities under this contract shall be reduced to the extent of 
the total exchange value of agricultural commodities which he is so prevented 
from exporting. If the commodity has been loaded aboard vessel, CCC shall 
remove the commodity from the vessel and bear the expense of such removal and 
returning the commodity to storage. Title and risk of loss and damage to such 
commodity shall revert to CCC at the time the contractor’s notice to CCC that 
he intends to return such commodity to CCC under this Section 9 is postmarked or 
filed with the telegraph office, or received in the office of CCC in Washington, if 
transmitted in other manner. Any loss, damage, or deterioration occurring 
prior to such notice shall be for the account of the contractor. 

d. In the event the contractor or a subsequent buyer fails to export the com- 
modity to a foreign country, or area other than those referred to in Section 
9a (3), within the time specified in paragraph a (1) above, except when the 
commodity is returned to CCC as provided in paragraph ¢ above, or in the event 
the commodity is so exported but is subsequently reentered into the United 
States or any of its territories or possessions, whether or not such reentry is 
caused by the contractor, the contractor shall pay to CCC any amount by which 
the exchange value of such commodity is exceeded by the greater of (1) CCC’s 
statutory minimum sales price for unrestricted use in effect on the date of 
delivery of such commodity as determined by CCC, or (2) the sales price 
announced by CCC for sale of such commodity for unrestricted use in effect 
on the date of delivery of such commodity hereunder, or, if no such sales price 
has been announced, the market price of such commodity on said date as deter- 
mined by CCC. Such amount shall be paid by the contractor to CCC promptly 
on demand: Provided, however, That payment of such amount shall not be 
required as to any part of the commodity which the Executive Vice President of 
CCC or his designated representative finds was not exported because of its loss 
or destruction, or because it is damaged or deteriorated and is in such condition 
that its entry into domestic market channels would not impair CCC’s price-sup- 
port operations. 


SECTION 10. AMENDMENT OF CONTRACT TO GIVE EFFECT TO MORE FAVORABLE POLICIES 


If subsequent to the execution of this contract, CCC adopts ge1eral policies 
which it determines to be more favorable to commodity exchange contractors 
regarding (a) the pricing policy with respect to agricultural commodities, (b) 
the provisions of Section 9a (1) (clause based on Section 304, Public Law 480, 
83d Congress), (c) any provision relating to the use of United States-flag com- 
mercial vessels, or (d) any provision relating to restrictive charter clauses, and 
enters into subsequent barter contracts pursuant to such policies, CCC agrees, 
upon written request, to amend this contract to give effect to such policies with 
respect to acts remaining to be performed by the contractor on the date of any 
such amendment. Nothing contained in this Section 10 shall be construed to 
require CCC to amend this contract unless the policies and provisions given 
effect in such subsequent barter contracts represent changes in general policies, 
nor to affect an exchange value accepted by the contractor. Nor shall this 
contract be construed to require an amendment because of a policy change 
resulting from a statutory provision hereinafter enacted which is prospective 
in effect only. 

SECTION 11. ASSIGNMENT 


The contractor shall not assign this contract or any claim hereunder, or his 
rights to any amounts payable or commodities deliverable under this contract, 
in whole or in part, except in accordance with the requirements set out herein. 
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The contractor may, subject to recognition and approval by CCC, assign his rights 
to amounts payable and to commodities deliverable hereunder (subject to offset 
by CCC of any amounts owed to it by the contractor under this contract) if such 
assignment is made for the benefit of any bank, trust company, other financial 
institution, or business concern which is a regular dealer in agricultural com- 
modities which has advanced funds to the contractor for the performance of 
this contract: Provided, however, That, with the exception of reduction of letters 
of credit and refunds provided for under Sections 4 and 8, any payment by 
CCC to the contractor or his assignee for material delivered and accepted shall 
be made only where the total exchange value of such deliveries exceeds the 
greater of (a) the total exchange value of agricultural commodities which the 
contractor is required to accept under this contract, or (b) the total exchange 
value of agricultural commodities which the contractor has accepted under this 
contract. 

In the event of any such assignment, the contractor shall file with CCC a 
written notice of assignment together with a signed copy of the instrument of 
assignment. Such assignment shall be binding on CCC unless CCC notifies the 
assignee to the contrary by wire filed with the telegraph office not later than 
five (5) calendar days after receipt of the assignment instrument by the Treas- 
urer of CCC. Failure of CCC to so notify the assignee shall constitute recog- 
nition and approval of the assignment. A provision to the effect that the assign- 
ment is subject to recognition and approval by CCC shall be included in the body 
of the instrument of assignment. 

Recognition of and approval by CCC of any such assignment shall not consti- 
tute a novation or waiver, and shall not in any way relieve the contractor of any 
obligations or responsibilities under this contract. 


SECTION 12. SETTLEMENT 


The contractor shall pay to CCC any amount by which the total exchange 
value of agricultural commodities delivered by CCC, and not returned to and 
accepted by CCC in accordance with Section 9, exceeds the total exchange value 
of the material accepted. CCC shall pay to the contractor any amount by which 
the total exchange value of the material accepted exceeds the greater of (a) the 
total exchange value of agricultural commodities which the contractor is re- 
quired to accept under the provisions of this contract, or (b) the total exchange 
value of agricultural commodities which the contractor has accepted under the 
provisions of the contract. 


SECTION 13. CONTINGENT FEES 


The contractor warrants that he has not employed any person to solicit or 
secure this contract upon any agreement for a commission, percentage, brokerage, 
or contingent fee and that no such consideration or payment has been or will be 
made. Breach of this warranty shall give CCC the right to annul the contract, 
or in its direction, to deduct from the contract consideration the amount of such 
commission, percentage, brokerage, or contingent fees.. This warranty shall not 
apply to commissions payable by the contractor upon contracts or sales secured 
or made through bona fide established commercial or selling agencies maintained 
by the contractor for the purpose of securing business. 


SECTION 14. COMMUNICATIONS 


Unless otherwise specified herein, any written requests, acceptances, notifica- 
tions, instructions, or communications with respect to this contract by the con- 
tractor to CCC in Washington shall be addressed to the Barter and Stockpiling 
Division, Commodity Stabilization Service, U. 8. Department of Agriculture, 
Washington 25, D.C. Any communication by the contractor with a Commodity 
Stabilization Service Commodity Office shall be addressed to the Director of the 
CSS Commodity Office. All such requests, notifications, acceptances, instructions, 
and communications by the contractor shall bear the identification appearing in 
the upper right corner of this page. 


SECTION 15. OFFICIALS NOT TO BENEFIT 


No member of or delegate to Congress or Resident Commissioner shall be 
admitted to any share of this contract or to any benefit that may arise there- 
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from, but this provision shali not be construed to extend to any benefit arising 
from this contract if accruing to a corporation. 


SECTION 16. NONDISCRIMINATION IN EMPLOYMENT 


In connection with the performance of work under this contract, the contractor 
agrees not to discriminate against any employee or applicant for employment 
because of race, religion, color, or national origin. The aforesaid provision shall 
include, but not be limited to, the following: Employment, upgrading, demotion, 
or transfer; recruitment or recruitment advertising; layoff or termination; 
rates of pay or other forms of compensation; and selection for training, including 
apprenticeship. The contractor agrees to post hereafter in conspicuous places, 
available for employees and applicants for employment, notices to be provided 
by the contracting officer setting forth the provisions of the nondiscrimination 
clause. 

The contractor further agrees to insert the foregoing provision in all subcon- 
tracts hereunder, except subcontracts for standard commercial supplies or raw 
materials. This Section shall not apply to the performance of work outside the 
United States, its territories and possessions where no recruitment of workers 
within the limits of the United States, its territories or possessions is involved. 

In witness whereof CCC and the contractor have caused this contract to be 
executed by their duly authorized representatives. 


ComMopiIty CREDIT CORPORATION 


BP gol aunts seach ated cies Batinbalbicils Me aca IS) Ae 
Title (Executive Vice President) ~---__. een ee a es 
DGG ie bck bccn lean Sree Se ee oh tel 





CoMMoDITY EXCHANGE CONTRACT 


This contract, entered into by and between Commodity Credit Corporation, a 
federally incorporated Agency of the United States of America, hereinafter called 
“CCC,” and Frank Samuel and Company, Incorporated, Lincoln-Liberty Build- 
ing, Philadelphia 7, Pennsylvania, a corporation formed under the laws of the 
Pa ce carla cake , hereinafter called “the contractor.” 

WITNESSETH : 

That, in consideration of the mutual covenants and agreements herein set 
forth, the parties hereto agree as follows: 


SECTION 1. BASIS OF EXCHANGE 


The contractor shall deliver to CCC ferromanganese manufactured in Norway 
and Yugoslavia from manganese ore originating in countries or areas other than 
those referred to in Section 9a (3) hereof.. The ferromanganese to be delivered 
pursuant to this contract shall be in exchange for CCC-owned agricultural 
commodities. 

SECTION 2. FERROMANGANESE 


a. Quantity.—The quantity of ferromanganese (hereinafter also referred to as 
“material” ) to be delivered by the contractor shall be 2,700 long tons, 10 percent 
more or less at the option of the contractor: Provided, however, That the con- 
tractor shall not be entitled to deliver more than 2,430 long tons unless he notifies 
CCC in writing at least 10 days prior to November 30, 1955, or when accumulated 
deliveries reach 2,430 long tons, whichever occurs first, of the additional quantity 
which he intends to deliver. 

b. Hachange Value.—The exchange value foreach long ton of ferromanganese 
Svasenne to and accepted by CCC, f. o. b. railway cars, Baltimore, Maryland, shall 

00. 

ec. Quality —Except as otherwise specified in paragraph (2) below, each lot of 
ferromanganese accepted by CCC shall conform in every respect to the chemical 
and physical requirements of National Stockpile Specification P-—30—-a, dated June 
29, 1950 (incorporated herein by reference and made a part hereof). 








70 PROBLEMS OF SMALL BUSINESS 


(1) Chemical Requirements: The following chemical requirements are con- 


tained in National Stockpile Specification P-30—a, dated June 29, 1950, and are 
set forth herein for convenient reference only : 


Percent by Weight 


ee CI no ed 75.00 Minimum 
Garba (G22 528 Oe SUE SIE oe ake eee ne eee eee 7.50 Maximum 


Sie Ce ee ee ee ee 1.25 Maximum 
PROT UP yee a ee eB ee ee 0.35 Maximum 
SOURS 1 as a5 ed oO eee een eA Nie) Saleen eee 0.05 Maximum 
Trea 4S) ibs iets ce eee Se eer cere Remainder 


(2) Physical Requirements: Ferromanganese furnished pursuant to this con- 
tract shall be in lump form, preferably four inches or larger, with individual 
lumps not exceeding approximately 100 pounds. CCC reserves the right to 
reject any lot which contains more than 5 percent fines passing a 4inch sereen. 

(3) Packaging and Marking: Ferromanganese furnished pursuant to this con- 
tract shall be shipped in bulk with appropriate identifying documents accom- 
panying each shipment. 

d. Inspection, Weighing, Sampling and Andalyzing.—Each lot of material de- 
livered pursuant to this contract shall be subject to inspection, weighing, sam- 
pling and chemical analysis by CCC or its designee in accordance with standard 
commercial practice at the expense of CCC as specified below : 

(1) Each lot of material shall be weighed at the first railway scale in transit 
to destination. Railway cars shall be lightweighed prior to loading. Signed 
weight certificates, issued by the carrier shall be final for the purpose of deter- 
mining the net weight of the material shipped. 

(2) Each lot shall be sampled in accordance with standard commercial practice 
by a sampler designated by CCC, or its designee, at the time of discharge from 
vessel to railway cars. A representative sample shall be taken from each lot 
in accordance. with standard commercial practice. The contractor, or its 
designee, may be present at the time the sample is taken. The sample shall be 
prepared for chemical analysis and divided into three portions. One portion of 
the sample shall be delivered to the contractor and two portions shall be de- 
livered to CCC, or its designee, one of which will be held for use as an umpire 
sample. The contractor may, by written notice to CCC prior to completion of 
sampling, waive its right to its portion of the sample and to the umpire provi- 
sions of this contract. In the event of such waiver by the contractor, CCC’s 
analysis shall be final. 

(3) CCC, or its designee, and the contractor shall have their portion of the 
sample analyzed for all elements necessary to determine compliance with the 
chemical requirements set forth in paragraph ¢ 1 above of this section, and each 
party shall furnish the other party a copy of the analysis cretificate issued cover- 
ing the results of the analysis performed on its portion of the sample. With 
respect to the chemical requirements of this contract, CCC’s analysis shall be 
final and the basis of acceptance or rejection of each lot of material: Provided, 
however, That either party may, within 10 days after the exchange of analysis 
certificates, request an analysis of the umpire portion of the sample if one party’s 
analysis indicates that the material does not meet the chemical requirements 
set forth in paragraph c 1, of this section, and the other party’s analysis indi- 
cates that the material does meet said chemical requirements. In the event an 
umpire analysis is requested by either party, the umpire portion of the sample 
shall be analyzed by a CCC designated analyst approved by the contractor, and 
the basis of settlement shall be that percentage, for each element in question, 
which is the intermediate percentage of those shown in the three analysis certi- 
cates (contractor’s, CCC’s, or umpire, whichever the case may be.) 

(4) In the event the services of an umpire analyst are required, the cost of 
such services shall be borne by the party whose analysis differs most from the 
umpire analysis. In the event of an equal difference, the cost shall be borne 
equally by both parties. 

(5) With respect to the physical requirements of this contract set forth in 
paragraph ¢ 2 of this section, screen tests performed by CCC, or its designee, 
shall be final and the basis of acceptance or rejection. 

e. Delivery.—Delivery of the entire quantity of ferromanganese shall be made 
by the contractor f. o. b. railway cars, Baltimore, Maryland, by December 31, 1955. 
Shipment from foreign ports shall be made at the rate of approximately 300 long 
tons during July, 300 long tons during August, 500 long tons during September, 
800 long tons during October, and 800 long tons during November, Provided, how- 
ever, That the contractor may accelerate deliveries under this contract. 
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; as ified above, CCC shall have the 

option of extending the date(s) of delivery. or of terminating the contractors 

right to make further deliveries under this contract, any such extension or termin- 

anne em en Not less than 10 days prior to the availability of any oo 

of material for delivery and inspection i ounee shall furnish to each 0 
vi one completed copy of GSA Form a: G : 

- fo Pag Barter ae Stockpiling Division, Commodity Stabilization Service, 
United States Department of Agriculture, Washington 25, D.C. 4 

Director, Storage and Shipping Division, Emergency Procurement Service, 

General Services Administration, Washington 25, D. Cc. > , 

Chief, Commodity Branch, Inspection. Division, FSS, ith and D Streets, 

SW., Washington 25, D. C. ‘ 

(2) yt the time of delivery of material or as soon thereafter as possible the 
contractor shall furnish CCC, at his expense, the followimg documents for each 
such delivery : 

Contractor’s Final Commercial Invoice to CCC 
Certificate of origin 

Weight Certificate 

Analysis Certificate 

Original and Five Copies 

(3) The commercial invoice shall bear the following certification signed 
manually by the contractor: “This is to certify that this bill is correct and just 
and that payment therefore has not been received.” 

(4) Any extra cost arising from the contractor’s failure to furnish said docu- 
ments to CCC as required shall be for the account of the contractor. 

(>) All documents furnished CCC pursuant to this Section 2 f,. shall be ad- 
dressed to the Director, Barter and Stockpiling Division, U. S. Department of 
Agriculture, Washington, D. C. 

g. Import Duty—The contractor shall arrange for customs entry and shall 
pay any applicable customs duty for the account of CCC. Upon submission to 
CCC of evidence satisfactory to CCC that such import duty has been paid, CCC 
will reimburse the contractor for the amount of stich duty actually paid by the 
contractor. 

h. Title and Risk of Loss or Damage.—Title and risk of loss and damage to the 
material shall pass to CCC after loading aboard railroads cars at the f. o. b. 
point named herein and after receipt by the carrier on the railway bill of lading 
indicating that shipment was received in good order. In the event any material 
is rejected, title thereto and risk of loss and damage shall revert to the contractor 
at the time that notice of rejection of such material is postmarked or filed with 
the telegraphed office. As used herein, the term telegraph office shall include 
the U. S. Department of Agriculture telegraph office, as well as any Western 
Union Office. 

i. Acceptance or Rejection of Material._—Acceptance or rejection of material 
delivered pursuant to this contract shall be made after delivery and after 
weighing, analysis and test as provided in Section 2 d and e hereof. Any ship- 
ment of material meeting the specifications outlined in Section 2 c hereof and 
otherwise conforming to the terms of this contract shall be accepted by CCC. Any 
material not meeting such specifications, or not conforming to other terms of this 
contract may be rejected. In the event of rejection of any lot of material 
delivered pursuant to this contract, the contractor shall within sixty (60) days 
from the date of such rejection, reimburse CCC for all costs occasioned by 
reason of such rejection and remove the rejected material. 

j. Credits to Contractor's Account—Upon receipt by CCC of properly executed 
documents as specified in 2 f above and a statement from the Emergency Procure- 
ment Service of the General Services Administration that material has been 
delivered and accepted, CCC shall credit the contractor’s account with the 
exchange value of the material represented by such documents, and shall so 
notify the contractor. 

k. 50 Percent of Material to be Shipped in United States Commercial Flag 
Vessels.—The following requirements shall apply with respect to any material 
delivered hereunder which is transported by ocean vessel: (1) if all of the 
material delivered hereunder is transported in one shipment, such shipment 
shall be on a privately owned United States-flag commercial vessel; (2) if only 
one shipment is made from any one country, or geographic area if the country 
from which the material is shipped is within more than one geographic area, 
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such shipment shall. be on a privately owned United States-flag commercial 
vessel (information as to geographic areas may be obtained from CCC); (3) if 
more than one shipment is made from any one country, or geographic area if 
the country from which the material is shipped is within more than one geo- 
graphic area, at least fifty per cent (50%) of the gross tonnage of the material 
shipped (computed separately for dry bulk carriers, dry cargo liners and tankers) 
shall be transported on privately owned United States-flag commercial vessels. 
The Government desires, however, that as much as practicable in excess of such 
fifty per cent (50%) of gross tonnage to be so transported. 

Notwithstanding anything to the contrary above, if CCC determines after 
notification by the contractor that privately owned United States-flag commercial 
vessels are not available at fair and reasonable rates for such vessels, it will 
authorize the contractor to make shipment on foreign-flag vessels. 


1. Restrictive Charter Clause: 


_ (1) The contractor agrees to include the following restrictive charter clause 
in any charter party agreement entered into by him for the transportation on 
foreign-flag vessels of the material acquired hereunder : 

The vessel will not enter any Communist Far Bast Port until after 
sixty days from the date of completion of discharge of the entire cargo 
under this charter. In the event of failure to comply with said agreement, 
twenty-five percent of the freight charges for ocean transportation hereunder 
will not be earned. Twenty-five per cent of tthe freight charges payable 
hereunder will be withheld by the charterer until the owner or his authorized 
agent submits evidence satisfactory to the charterer that the vessel has not 
entered any Communist Far East Port until after the expiration of the 
sixty-day period following such discharge under the charter, and in the 
absence of such evidence the withheld portion of the charges will not be paid. 

The contractor further agrees to notify the vessel owner, or his authorized 
agent, that in the event of violation of the provisions of said clause all vessels 
of the owner may be barred from further chartering for the transportation of 
cargoes owned by or destined for the Government of the United States of 
America. 

(2) Promptly after expiration of the sixty-day period provided in the re- 
strictive charter clause stated in paragraph (1) above, the contractor, on the 
basis of the evidence furnished him by the vessel owner or his authorized agent, 
shall determine whether the vessel has complied with the above restrictive 
charter clause. If the contractor determines that the restrictive charter clause 
has been complied with, the contractor shall pay to the owner of the vessel 
or his authorized agent the aforesaid withheld twenty-five percent. If the 
contractor determines that the said restrictive charter clause has not been com- 
plied with, the contractor shall notify the owner of the vessel or his authorized 
agent of such determination of violation of the clause and shall afford said owner 
or his authorized agent thirty (30) days within which to furnish to the con- 
tractor any additional evidence which will show to the satisfaction of the 
contractor that the restrictive charter clause has not been violated. During 
said thirty-day period the contractor shall continue to withhold the aforesaid 
twenty-five percent of the freight charges. If upon the expiration of said thirty- 
day period the owner of the vessel or his authorized agent has not established 
proof satisfactory to the contractor of compliance with said restrictive charter 
clause, the contractor shall advise the owner of the vessel or his authorized agent 
of such final determination and shall thereafter promptly pay to CCC the full 
amount of the freight charges withheld by the contractor pursuant to the afore- 
said restrictive charter clause. 

(3) Promptly after expiration of the sixty-day period provided in the above- 
stated restrictive charter clause, the contractor shall furnish CCC with a com- 
plete statement of the evidence submitted to him by the owner of the vessel 
or his authorized agent pursuant to the provisions of the above restrictive charter 
clause on which the contractor has based his determination that there has been 
compliance or noncompliance with said restrictive charter clause. In the event 
of a determination by the contractor of noncompliance with said clause the 
contractor shall thereafter furnish CCC, promptly after receipt by him, such 
additional information as may be received by him from the vessel owner or his 
authorized agent within the thirty-day period provided for in paragraph (2) 
above. 
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(4) Notwithstanding any other provision of this Article, the contractor and 
CCO agree and stipulate that the question of compliance or noncompliance by 
the vessel owner with the restrictive charter clause is one of fact. Conse- 
quently, if at any time after payment by the contractor to the vessel owner or 
his authorized agent of the aforesaid withheld twenty-five percent CCC should 
discover that the vessel in question did in fact enter a Communist Far East 
Port before expiration of the sixty-day period provided in said clause, the 
contractor shall be indebted to and shall pay to CCC the full amount of said 
withheld twenty-five percent of the freight charges. Conversely, if at any time 
after the contractor has finally determined that there has been noncompliance 
with the restrictive charter clause and has paid the withheld twenty-five percent 
of the freight charges to CCC pursuant to paragraph (2) of this Article, it should 
be conclusively established that the vessel in question did not in fact enter a 
Communist Far East Port before expiration of the sixty-day period provided 
in the restrictive charter clause, CCC shall reimburse the contractor with the 
full amount of the twenty-five percent of freight charges withheld by the con- 
tractor from the vessel owner. 


SECTION 3. LIQUIDATED DAMAGES FOR NONDELIVERY OF MATERIAL 


a. Upon termination by CCC, pursuant to Section 2 or 4 of the contractor’s 
right to make further deliveries under this contract, the contractor shall pay to 
CCC as liquidated damages and not as a penalty a sum equalling 214 percent of 
the exchange value of the undelivered material, excluding any minus tolerance 
specified in Section 2a. 

b. Payment of liquidated damages shall be waived as to any part of the mate- 
rial which the contractor is prevented from delivering due to unforeseeable causes 
beyond the control and without the fault or negligence of the contractor. Such 
causes include, but are not restricted to, Act of God, or of the public enemy, act 
of the Government, fires, floods, epidemics, quarantine restrictions, strikes, 
freight embargoes, unusually severe weather, and defaults of subcontractor due 
to any of such causes unless CCC determines that the material to be furnished 
by the subcontractor was obtainable from other sources at comparable cost and in 
sufficient time to permit the contractor to meet the contract requirements. The 
contractor’s obligation to accept delivery of agricultural commodities under this 
contract shall be reduced to the extent of the total exchange value of the material 
not delivered, and with respect to which payment of liquidated damages has been 
waived. Such reductions, however, shall not be applied to any quantity of the 
agricultural commodity for which the exchange value has been fixed on or before 
the third (3d) day following the date stated in Section 5e (1). 


SECTION 4, PERFORMANCE GUARANTEE ON MATERIAL 


a. Within ten (10) banking days after the signing of this contract, the 
contractor shall furnish CCC a certified or cashier’s check, or an irrevocable 
letter of credit, or a performance bond, in favor of and acceptable to CCC, condi- 
tioned on faithful performance of the contractor’s obligations under Sections 2 
and 3, in an amount equal to 2% percent of the minimum total exchange value of 
the material covered by this contract. 

b. If a letter of credit has been furnished, when each delivery of material 
is determined to be acceptable hereunder, and properly executed documents 
covering each such delivery have been received by CCC, CCC shall notify the bank 
that it is agreeable to a reduction in the amount of the letter of credit equal to 
21% percent of the total exchange value of material accepted; and upon fulfill- 
ment of the contractor’s obligations under Sections 2 and 3 of this contract, CCC 
shall notify the bank that it is agreeable to cancellation of the letter of credit. 
If a certified or cashier’s check has been furnished, refund of such check by CCC 
to the contractor shall be made at the same rate and on the same basis as pro- 
vided above for reduction of letter of credit; and upon fulfillment of the con- 
tractor’s obligations under Sections 2 and 3 of this contract, CCC shall refund 
any excess of such check over the total amount previously refunded to the con- 
tractor. Ifa performance bond has been furnished, CCC shall notify the bonding 
firm when the contractor has fulfilled his obligations under Sections 2 and 3 of 
this contract. In the event the contractor notifies CCC in writing prior to the 
final date specified in Section 2 for the delivery of the material, or any extension 
thereof granted by CCC, of his inability to deliver any of the material, or any 
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part thereof, CCC shall have the right to immediately draw against the letter 
of credit or to make demand under the performance bond on receipt of such 
notice. 

ce. If the contractor fails to furnish to CCC a certified or cashier’s check, or 
letter of credit, or a performance bond acceptable to CCC, within the time speci- 
fied herein, CCC may elect to terminate the contractor’s right to make further 
deliveries of material under this contract, any such termination to be in writing. 


SECTION 5. AVAILABILITY OF AGRICULTURAL COMMODITIES 


a. Commoditics and Quality.-The commodities deliverable hereunder shall 
be wheat and corn of such qualities as may be available for sale by CCC from 
inventories acquired through its price-support program and as may be designated 
by the contractor. Agricultural commodities from such inventories, in addition 
to wheat and corn, shall be available to the contractor for application against 
this contract as specified in Section 5d. 

b. Quantity—The quantity of agricultural commodities deliverable here- 
under shall have a minimum total exchange value of $481,140. Such quantity 
shall be subject to an over-all telerance of five percent (5%) more or less at 
the contractor’s option. The quantity of agricultural commodities deliverable 
hereunder shall be automatically increased in accordance with the value of 
material accepted by CCC in accordance with the terms of this contract. Except 
as provided in Section 3b, the contractor’s obligation with respect to the ac- 
ceptance of agricultural commodities hereunder shall not be affected by any 
failure of the contractor to deliver the material under this contract. 

c. Exchange Value.—(1) The contractor may specify any date or dates, not 
later than November 30, 1955, for CCC to notify him of the exchange value(s) 
of wheat and/or corn, f. o. b. ocean vessel. Requests for issuance of notice of 
exchange value must be received by the Barter and Stockpiling Division, Com- 
modity Stabilization Service, U. S. Department of Agriculture, Washington. 25, 
D. C., not later than 4:15 p. m., e. s. t., on the market day for which such 
notice of exchange value is requested. 

(2) After the close of the market on the date(s) specified by the contractor, 
CCC shall notify him of such exchange value(s), which shall be the market 
price as determined by CCC, basis per sixty (60) lb. bushel of wheat and/or 
per fifty-six (56) lb. bushel of corn, in bulk, f. 0. b. ocean vessel, port(s) at 
CCC's option. In the event delivery is made “in store,” any reduction in 
exchange value on account of such delivery shall be determined by CCC. The 
eontractor shall not be entitled to obtain a notice of exchange value covering a 
commodity of the same class and grade during the period that there is a notice 
of exchange value outstanding under which the contractor may accept the same 
class and grade of such commodity. 

(3) Unless otherwise specified in CCC’s notice of exchange value(s), the con- 
tractor’s acceptance, if any, must be filed with the telegraph office, or with CCC 
direct, not later than 5:30 p. m., e. s. t., on the third (3d) calendar day 
after the date on which CCC’s market price determination, as shown in such 
notice, is based. The contractor may accept the exchange value of any of the 
commodities listed in such notice for all or any part of the quantity specified 
in the notice of exchange values, or for all or any part of the quantity deliverable 
under this contract if no quantity is specified in the notice of exchange value. 
Unless the notice of exchange value specifies otherwise, the contractor shall 
have the option of taking delivery of five percent (5%) more or less than the 
quantity so accepted, subject to the over-all tolerance specified in Section 5b. 

d. Additional Availability of Agricultural Commodities —(1) Oats, barley, 
grain sorghums, rye and other agricultural commodities, approved by CCC for 
exchange under this contract, which are available for export on a daily quota- 
tion basis, other than sales involving foreign currency, shall also be available to 
the contractor under the terms and conditions of this contract, including Sec- 
tion 5e. Whenever there is CCC-export subsidy program or other special ex- 
port sales program of CCC in effect on a commodity at the time the contractor 
request an exchange value for such commodity, and exportation pursuant to 
this contract will meet the appropriate requirements of such program as deter- 
mined by CCC, CCC shall, upon the contractor’s request, issue notices of ex- 
change value pursuant to Seetion 5c, based on the market price, as determined 
by CCC, of the commodity and/or the net subsidized price, if any, which shall 
be the market price less the subsidy in effect at the time of issuance of the no- 
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tice of exchange value. The sale or exportation of any commodity accepted by 
the contractor at a net subsidized price quoted under this subsection.d (1):or 
Section 5d (3) shall not be eligible for an export subsidy payment or for regis- 
tration under the International Wheat Agreement. In the case°of amy com- 
modity accepted under this contract at a net subsidized price, the contractor 
shall, prior to delivery of the commodity and within five (5) days after the 
date of the contractor’s acceptance, furnish to CCC evidence of an export sale 
not involving payment of any subsidy. Such evidence may be in the form of 
certified true copies of offer and acceptance or other documentary evidence of 
sale, including cables exchanged between the contractor and his purchaser. It 
must be clear from the evidence that both the purchaser and the contractor agree 
that the sale is not intended for registration under the International Wheat 
Agreement. For this purpose, the code word “NONIWA” may be used in the 
exchange of cables or other contract documents. If the contractor fails to 
supply such evidence of sale within such five (5) day period, CCC shall have 
the right either to cancel the applicable price fixation at any time prior to sub- 
mission of such evidence or to make delivery of the commodity and to hold the 
contractor to compliance with all other provisions of this contract, including, 
but not limited to, the provision that the sale or exportation of any commodity 
accepted by the contractor at a net subsidized price, shall not be eligible for an 
export subsidy payment or for registration under the International Wheat 
Agreement. 

(2) Dairy products and other agricultural commodities, approved by CCC for 
exchange under this contract, which are available for sale for export at fixed 
prices, on a competitive offer basis, or on a negotiated basis, other than sales 
involving foreign currency, shall also be available to the contractor either through 
CCC in Washington or any CSS Commodity Office for application against his 
obligation to accept agricultural commodities under this contract: Provided, 
That he notify CCC in Washington and the CSS Commodity Office, if the sale 
is made through such an office, in writing, not later than the time of sale that 
the commodity so acquired is to be applied against this contract. Such sales 
must be completed on or before 5:30 p. m., e. s. t., of the final date for which 
the contractor may request a notice of exchange value as specified in Section 
5e (1). Purchases of such commodities by the contractor shall be subject to 
the terms and conditions which apply to such sales except that the provisions 
of this contract relating to “Export Requirements” and “Financial Coverage for 
Agricultural Commodities” shall apply. 

(3) The contractor may at any time on or before 5:30 p. m., e. s. t., of the 
final date for which he may request a notice of exchange values, as specified in 
Section 5c (1), acquire against this contract, directly from a CSS Commodity 
Office, any commodities approved by CCC for exchange under this contract which 
are available for export on a daily quotation basis, other than sales involving 
foreign currency, by accepting the price quoted to him within the time specified 
by the Commodity Office: Provided, That the contractor notifies the CSS Com- 
modity Office involved and CCC in Washington, in writing, at the time of such 
sale that the commodity so acquired is to be applied against this contract. The 
terms and conditions of this contract, excluding Section 5c, shall apply to such 
acquisitions. If the price quoted to the contractor is a “net subsidized price” 
as such term is used in paragraph (1) of this Section 5d., the exportation of 
the commodity purchased must also meet the appropriate requirements, as desig- 
nated by CCC, of the export program pursuant to which such price was quoted. 

With respect to (2) and (3) above, the sales price of the commodity purchased 
shall be deemed to be the “exchange value” of such commodity for the purposes 
of this contract. 

e. Automatic Firation.—If, as of 5:30 p. m., e. s. t., on the third (3rd) day 
following the date stated in Section 5¢ (1), there remains to be fixed the ex- 
change value of any agricultural commodities the contractor shall be obligated 
to accept such balance in No. 2 hard winter wheat: Provided, That to the extent 
CCC determines that it does not have No. 2 hard winter wheat available in 
its inventory for delivery under this contract, the contractor shall be obligated 
to accept such balance in No. 1 hard winter wheat. The exchange value of 
any such wheat shall be the market price as determined by CCC, in effeet on 
the first market day following the day described above, in bulk, f. o. b. ocean 
vessel, at ports of delivery determined by CCC, or at such other port(s) as 
may be agreed upon by CCC and the contractor. 


83183—56——-6 








76 PROBLEMS OF SMALL BUSINESS 


SECTION 6. DELIVERY OF AGRICULTURAL COMMODITIES 


a. Delivery Instructions—The contractor shall furnish CCC with delivery 
instructions, in writing, calling for delivery f. 0. b. ocean vessel or “in store,” 
eovering the commodity or commodities for which an exchange value has been 
fixed. However, whether delivery shall be made “in store” and the terminal 
point at which delivery “in store’ is made, shall be at CCC’s option, and the 
contractor shall obtain approval of CCC prior to issuing of “in store” delivery 
instructions. The contractor shall have the option of taking delivery of ten 
percent (10%) more or less than the quantity specified in a delivery instruction, 
subject to the overall tolerance specified in Section 5b. The quantity covered 
by an individual delivery instruction calling for f. o. b. vessel delivery shall not 
exceed one (1) cargo and the vessel shall be named in the instruction. Upon 
receipt of such delivery instruction calling for delivery f. 0. b. vessel, CCC shall 
promptly notify the contractor of the time and port at which such delivery 
will be made. The contractor shall not without the consent of CCC, furnish 
delivery instructions calling for delivery f. o. b. vessel earlier than fifteen 
(15) days after issuance of such instructions. If CCC cannot make delivery 
within the time specified in the delivery instructions, it shall notify the con- 
tractor of the time required to make delivery; in such event, CCC shall not 
be liable for any damages resulting from delay in delivery. CCC agrees, how- 
ever, to make delivery as promptly as possible. 

b. Delivery.—Unless otherwise specified by CCC regarding commodities other 
than grain, delivery f. 0. b. ocean vessel shall be Celivery, in bulk, at discharge 
end of loading spout. CCC shall not be responsible for stowing and trimming 
aboard the vessel. Delivery “in store’ shall be made by transferring to the 
contractor terminal warehouse receipts calling for the quantity and quality of 
the commodity to be delivered. Delivery of a quality other than that for which 
an exchange value has been fixed may be made upon request by the contractor, 
such substitution and the adjustment to be made in exchange value to be 
at CCC’s option. The quantity of the commodity or commodities delivered 
shall not exceed a quantity or quantities having a total exchange value equal 
to the amount credited to the contractor’s account pursuant to Section 2, plus 
the amount of any applicable letter of credit or certified or cashier’s check 
furnished to CCC pursuant to Section 8. 

(1) Whenever the vessel fails to lift the minimum quantity of agricultural 
commodities covered by a delivery instruction, the contractor shall furnish 
CCC, within seven (7) calendar days after the vessel completes loading, sup- 
plementary delivery instructions covering at least the difference between the 
quantity lifted and the minimum quantity covered by the original instructions, 
If the contractor fails to furnish such supplementary delivery instructions, 
ealling for delivery f. o. b. vessel or “in store,’ within seven (7) calendar days, 
CCC shall have the right to: (a) deliver such difference “in store” at the 
same or any other port, at CCC’s option; or (b) if such seven (7) calendar day 
period expires on or before the date stated in Section 5 ¢ (1), reduce by such 
difference the quantity of the commodity which CCC is obligated to deliver 
under the applicable price fixation; or (c) if such Seven (7) calendar day 
period expires after such date, reduce the quantity of agricultural commodities 
CCC is obligated to deliver under this contract by a quantity having an exchange 
value equal to the exchange value of such difference. 

(2) This paragraph (2) shall apply notwithstanding anything to the contrary 
in (1) above. If the minimum quantity of agricultural commodities which the 
contractor is obligated to accept hereunder has been delivered as of 5:30 p. m., 
e. s. t., on the thirtieth (30th) day following the last day described in Section 5 
(e), no further deliveries, other than to vessel then loading, shall be made. 
If such minimum quantity has not been delivered as of 5:30 p. m., e. s. t., on 
such, day, or cannot be delivered to vessel then loading, the contractor’s right 
to further deliveries of agricultural commodities hereunder shall be deemed 
terminated : CCC, however, shall have the option to deliver the balance of such 
minimum quantity “in store” at port(s) designated by CCC, or to reduce the 
quantity of agricultural commodities which it is obligated to deliver hereunder 
by a quantity having an exchange value equal to the exchange value of such 
balance. 

c. Determination of Weight and Quality —(1) In the case of delivery f. o. b. 
ocean vessel, the weight of agricultural commodities shall be determined by a 
licensed weightmaster at the port and time of delivery. Such determination 
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shall be final. CCC shall furnish the contractor six (6) copies of the weight 
certificate(s). In the case of grain, the grade of agricultural commodities shall 
be determined at the port and time of delivery, by an inspector licensed under 
the U. 8S. Grain Standards Act in accordance with the official Grain Standards 
of the United States, The grade of other agricultural commodities shall be 
determined in accordance with standard commercial practice. Such determina- 
tions shall be final. In case of delivery “in store,” delivery to the contractor of 
negotiable warehouse receipts calling for the commodity in the quantity, grade 
and quality required, shall satisfy the obligation of CCC to make delivery here- 
under. 

(3) Promptly after any commodity acquired from CCC pursuant to this con- 
tract has been loaded aboard vessel, the contractor shall transmit one (1) copy 
of each weight certificate and of each inspection certificate pertaining thereto 
to CCC in Washington as specified in Section 14. Such copies shall be trans- 
mitted with the on-board-ship bill of lading copy specified in Section 9b (1). 

d. Title and Risk of Loss or Damage.—tTitle and risk of loss or damage to 
agricultural commodities shall pass to the contractor concurrently with delivery. 


SECTION 7. WAREHOUSE CHARGES 


For any quantity of wheat or corn or other agricultural commodity, accepted 
by the contractor pursuant to Section 5e, 5d (1) and (3) or 5e, which remains 
in storage, at the expiration of thirty (30) calendar days after the exchange 
value of such quantity was fixed, the contractor shall reimburse CCC for ware- 
house charges at the rate of one-twentieth cent ($0.0005) per bushel per day 
for the quantity of wheat, corn, grain sorghums, barley, or rye and at the rate 
of one-thirtieth cent per bushel per day for the quantity of oats involved for 
each day, after such thirty (30) calendar days, that such quantity remains in 
storage, and at such rate as CCC shall specify for other commodities. The con- 
tractor shall reimburse CCC as provided in this section unless the reason for such 
quantity remaining in storage was CCC’s failure to deliver in accordance with 
delivery instructions. In the case of Agricultural commodities purchased by the 
contractor at a fixed price, on a competitive offer basis, or on a negotiated basis, 
the free storage period and warehouse charges shall be as provided under the 
terms of such transactions. 


SECTION 8&8. FINANCIAL COVERAGE FOR AGRICULTURAL COMMODITIES 


a. In the event the contractor desires delivery of agricultural commodities 
having an exchange value in excess of the amount credited to the contractor's 
account pursuant to Section 2, the contractor shall furnish to COC, not later 
than five (5) banking day prior to the date specified for delivery of such com- 
modities, a letter of credit in favor of and acceptable to CCC, or a certified or 
cashier's check payable to CCC, in the amount of excess. CCC shall not draw 
against any such letter of credit unless the contractor is in default with respect 
to delivery of material: Provided, That if the contractor notifies CCC in writing 
prior to such date of his inability to deliver the material, or any part thereof, 
CCC shall have the right to draw against any such letter of credit immediately 
upon receipt of such notice. Promptly after delivery and acceptance of material, 
and the crediting of the contractor's account pursuant to Section 2, CCC shall 
notify the bank that it is agreeable to a corresponding reduction of the letter of 
eredit. If a certified or cashier’s check has been furnished, CCC shall make 
refund(s) to the contractor on the same basis as is applicable to reduction of a 
letter of credit. 

b. Whenever there are any accrued warehouse charges due on a commodity at 
the time specified for delivery, the contractor shall furnish to CCC, prior to such 
delivery, a letter of credit or a certified or cashier's check in an amount equal 
to such warehouse charges computed by CCC pursuant to Section 7 hereof. 

ec. In the event the contractor desires delivery “in store” of any agricultural 
commodity deliverable hereunder, CCC may require, prior to such delivery, a 
bond, or other security acceptable to CCC, in an amount determined by CCC on 
the basis of the provisions of Section 9d and the quantity of the commodity in- 
volved, conditioned on faithful performance of the contractor's obligations under 
Section 9. 

SECTION 9. EXPORT REQUIREMENTS 


a. (1) Within sixty (60) days after delivery of a commodity by CCC the con- 
tractor shall export, or cause to be exported, such commodity to a foreign country 
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or area other than those referred to.in a (3) of this Section; and shall take all 
necessary ‘precautions te prevent reentry of the commodity into the United States 
or any of its territories or possessions. If OCC determines that the contractor 
or a buyer from him or any subsequent buyer is delayed in exporting the com- 
modity delivered hereunder by causes beyond his control, CCC shall grant such 
extension of time as it deems necessary in order for the contractor to export such 
commodity or cause such commodity to be exported. 

(2) In the case of delibery f. 0. b. ocean vessel by CCC, the commodity so 
exported shall be the identical commodity loaded on board the vessel by CCC. 
In the case of “in store” delivery by CCC, the commodity so exported shall be the 
identical commodity loaded out upon presentation to the warehouseman of the 
warehouse receipt transferred to the contractor by CCC. 

(3) The contractor warrants that he will not export any agricultural com- 
modity delivered hereunder to any country or areas listed in Subgroup A of 
Group R of the Comprehensive Export Schedule, issued by the Bureau of Foreign 
Commerce, United States Department of Commerce; and the contractor agrees 
to insert or cause to be inserted in the sales contract with the foreign purchaser 
or importer of such commodity (a) a representation that the purchase of im- 
portation of such commodity is not being made for the purpose of resale, trans- 
shipment, or increasing the availability of the same or like commodities to any 
such country or area, and (b) an agreement that such foreign purchaser or 
importer will not, as a result of such purchase, resell, ship, or increase the avail- 
ability of the same or like commodities to any such country or area. 

(4) The contractor warrants that neither he nor any other person or firm 
which exports or sells for export the agricultural commodities acquired here- 
under will accept in payment for such agricultural commodities funds made 
available by the United States Government, or any agency thereof, for the pur- 
chase of agricultural commodities produced in the United States, or funds made 
available as the result of the financing by the United States Government, or any 
agency thereof, of sales of agricultural commodities for foreign currency. In the 
event that any such funds are accepted by any such parties in payment for agri- 
cultural commodities exported hereunder, such commodities shall not be consid- 
ered as exported under this contract, and the contractor shall pay to CCC a 
price adjustment on such commodities in the amount determined in accordance 
with Section 9d below. 

b. (1) Promptly after any commodity acquired from CCC pursuant to this 
contract has been loaded aboard vessel, the contractor shall transmit one (1) 
copy of the on-board-ship bill of lading pertaining thereto to CCC in Washington 
as specified in Section 14. Such copy shall be certified by the contractor, and the 
shipper if other than the contractor, as true and correct and shall show the net 
weight of the commodity loaded, the date and place of loading, the name of the 
vessel, and the name and address of the consignee. Such copy shall be trans- 
mitted with the weight and inspection certificate copies specified in Section 
6c (2). 

(2) The contractor shall, within thirty (30) days after exporting the com- 
modity or causing such commodity to be exported, furnish proof of such exporta- 
tion to the CSS Commodity offiee serving the area in which delivery of such 
commodity was made by CCC. . Proof of exportation shall consist of a copy of 
the on-board-ship bill of lading, certified by the contractor, and the shipper if 
other than the contractor, as true and correct and as representing the commodity 
acquired from CCC, and showing the net weight of the commodity, the date and 
place of loading, name of vessel and name and address of the consignee, together 
with the certification of the ship owner or his agent that the commodity described 
therein was actually loaded on vessel. 

c. If, between the time of delivery by CCC and the time of sailing of the vessel 
aboard which the commodity was loaded or was to be loaded, the contractor is 
prevented by acts of the United States Government from exporting any portion 
of the commodity to a country to which the commodity was sold at a time when 
such exportation was permissible, the contractor may so notify CCC, such notifi- 
cation to be in writing, within seventy (70) days after delivery by COC and 
may return to CCC any such commodity. The contractor’s obligation to accept 
agricultural commodities under this contract shall be reduced to the extent of the 
total exchange value of agricultural commodities which he is so prevented from 
exporting. If the commodity has been loaded abroad vessel, CCC shall remove 
the commodity from the vessel and bear the expense of such removal and return- 
ing the commodity to storage. Title and risk of loss and damage to such com- 
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modity shall revert to CCC at the time the contractor’s notice to CCC that he 
intends to return such commodity to CCC under this Section 9 is postmarked 
or filed with the telegraph office, or received in the office of CCC in Washington, 
if transmitted in other manner. Any loss, damage, or deterioration occurring 
prior to such notice shall be for the account of the contractor. 

d. In the event the contractor or a buyer from him or any subsequent buyer fails 
to export the commodity to a foreign country, or area other than those referred 
to in Section 9 a (3), within the time specified in paragraph a (1) above, 
except when the commodity is returned to CCC as provided in paragraph ec 
above, or in the event the commodity is so exported but is subsequently re- 
entered into the United States, or any of its territories or possessions, whether 
or not such reentry is caused by the contractor, the contractor shall pay to CCC 
any amount by which the exchange value of such commodity is exceeded by the 
greater of (1) CCC’s statutory minimum sales price for unrestricted use in effect 
on the date of delivery of such commodity as determined by CCC, or (2) the sales 
price announced by CCC for sale of such commodity for unrestricted use in effect 
on the date of delivery of such commodity hereunder, or, if no such sales price 
has been announced, the market price of such commodity on said date as deter- 
mined by CCC. Such amount shall be paid by the contractor to CCC promptly on 
demand: Provided, however, That payment of such amount shall not be required 
as to any part of the commodity which the Executive Vice President of CCC or 
his designated representative finds was not exported because of its loss, damage, 
destruction, or deterioration, and is in such condition that its entry into domestic 
market channels would not impair CCC’s price support operations. 


SECTION 10. AMENDMENT OF CONTRACT TO GIVE EFFECT TO MORE FAVORABLE POLICIES 


If subsequent to the execution of this contract, CCC adopts general policies 
which it determines to be more favorable to commodity exchange contractors 
regarding (a) the pricing policy on which this contract is based with respect to 
agricultural commodities, (b) the provisions of Section 9a (1) (clause based on 
Section 304 Public Law 480, 83d Congress), (c) any provision relating to the 
use of United States-flag commercial vessels, or (d) any provision relating to the 
Restrictive Charter Clauses and enters into contracts pursuant to such policies, 
CCC agrees, upon written request, to amend this contract to give effect to such 
policies with respect to acts remaining to be performed by the contractor on the 
date of any such amendment. Nothing contained in this Section 10 shall be con- 
strued to require CCC to amend this contract to conform to subsequent barter 
eontracts unless the policies and provisions stated in such contracts represent 
changes in general policies with respect to the policies and provisions specified 
in this Section, nor shall this contract be construed to require an amendment 
because of a policy change resulting from a statutory provision hereinafter 
enacted which is prospective in effect only. 


SECTION 11. ASSIGNMENT 


The contractor shall not assign this contract or any claim hereunder, or his 
rights to any amounts payable or commodities deliverable under this contract, 
in whole or in part, except in accordance with the requirements set out herein. 
The contractor may, subject to recognition and approval by CCC, assign his 
rights to amounts payable and to commodities deliverable hereunder (subject to 
offset by CCC of any amounts owed to it by the contractor under this contract) 
if such assignment is made for the benefit of any bank, trust company, other 
financial institution, or business concern which is a regular dealer in agricultural 
commodities, which has advanced funds to the contractor for the performance of 
this contract: Provided, however, That with the exception of reduction of letters 
of credit and refunds provided for under Sections 4, and 8, any payment by 
CCC to the contractor or his assignee for material delivered and accepted shall be 
made only where the total exchange value of such deliveries exceeds the greater 
of (a) the total exchange value of agricultural commodities which the contractor 
is required to accept under the provisions of this contract, or (b) the total ex- 
change value of agricultural commodities which the contractor has accepted 
under the provisions of this contract. 

In the event of any such assignment, the contractor shall file with CCC a 
written notice of assignment together with a signed copy of the instrument 
of assignment. Such assignment shall be binding on CCC unless CCC notifies 
the assignee to the contrary by wire filed with the telegraph office not later than 
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five (5) calendar days after receipt of the assignment instrument by the Treasurer 
of CCC. Failure of CCC to so notify the assignee shall constitute recognition 
and approval of the assignment. A provision to the effect that the assignment 
is subject to recognition and approval by CCC shall be included in the body 
of the instrument of assignment. 

Recognition of and approval by CCC of any such assignment shall not con- 
stitute a novation or waiver, and shall not in any way relieve the contractor 
of any obligations or responsibilities hereunder. 


SECTION 12. SETTLEMENT 


The contractor shall pay to CCC any amount by which the total exchange 
value of agricultural commodities delivered by CCC, and not returned to and 
accepted by CCC in accordance with Section 9, exceeds the total exchange value 
of the material accepted. CCC shall pay to the contractor any amount by which 
the total exchange value of the material accepted exceeds the greater of (a) the 
total exchange value of agricultural commodities which the contractor is re- 
quired to accept under the provisions of this contract, or (b) the total exchange 
value of agricultural commodities which the contractor has accepted under the 
provisions of the contract. 


SECTION 13. CONTINGENT FEES 


The contractor warrants that he has not employed any person to solicit or 
secure this contract upon any agreement for a commission, percentage, broker- 
age, or contingent fee and that no such consideration or payment has been or 
will be made. Breach of this warranty shall give CCC the right to annul the 
contract, or in its discretion, to deduct from the contract consideration the 
amount of such commission, percentage, brokerage, or contingent fees. This 
warranty shall not apply to commissions payable by the contractor upon con- 
tracts or sales secured or made through bona fide established commercial or sell- 
ing agencies maintained by the contractor for the purpose of securing business. 


SECTION 14. COMMUNICATIONS 


Unless otherwise specified herein, any written requests, acceptances, notifica- 
tions, instructions, or communications with respect to this contract by the con- 
tractor to CCC in Washington shall be addressed to the Barter and Stockpiling 
Division, Commodity Stabilization Service, U. S. Department of Agriculture, 
Washington 25, D. C. Any communication by the contractor with Commodity 
Stabilization Service Commodity Offices shall be addressed to the Director of 
the applicable CSS Commodity Office. All such requests, notifications, accept- 
ances, instructions, and communications by the contractor shall bear the identifi- 
ation appearing in the upper-right corner of this page. 


SECTION 15. OFFICIALS NOT TO BENEFIT 


No member of or delegate to Congress or Resident Commissioner shall be ad- 
mitted to any share of this contract or to any benefit that may arise therefrom, 
but this provision shall not be construed to extend to any benefit arising from 
this contract if accruing to a corporation. 


SECTION 16. NONDISCRIMINATION IN EMPLOYMENT 


In connection with the performance of work under this contract, the con- 
tractor agrees not to discriminate against any employee or applicant for employ- 
ment because of race, religion, color, or national origin. The aforesaid pro- 
vision shall include, but not be limited to, the following: Employment, upgrad- 
ing, demotion, or transfer; recruitment or recruitment advertising; layoff or 
termination; rates of pay or other forms of compensation; and selection for 
training, including apprenticeship. The contractor agrees to post hereafter in 
conspicuous places, available for employees and applicants for employment, 
notices to be provided by the contracting officer setting forth the provisions of 
the nondiscrimination clause. ; 

The contractor further agrees to insert the foregoing provision in all subcon- 
tracts hereunder, except subcontracts for standard commercial supplies or raw 
inaterials. This Section shall not apply to the porformance of work outsiile the. 
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United States, its territories and possessions where no recruitment of workers 
within the limits of the United States, its territories or possessions is involved. 

In witness whereof CCC and the contractor have caused this contract to be 
executed by their duly authorized representatives. 


CoMMODITY CREDIT CORPORATION 


BY i:.é2- csvset deeb de Rie hcl edad ibeubeksbitwhaeale 
Title Executive Vice President. I aieiitinn iho edasitinnn. 
Date wevlescususssculs Jo adseuale RR: Gi ieta ch emtitdbe dad dks oe 


Contract No. BSD-SM-56-73 
CoMMopIty ExCHANGE CONTRACT 


This contract, entered into by and between Commodity Credit Corporation, a 
federally incorporated Agency of the United States of America, hereinafter called 
“CCC,” and North American Continental Company, Incorporated, 200 Produce 
Exchange, New York 4, New York, a corporation formed under the laws of the 
State of Delaware, hereinafter called “the contractor.” 

WITNESSETH : ‘ 

That, in consideration of the mutual covenants and agreements herein se 
forth, the parties hereto agree as follows: 


SECTION 1. BASIS OF EXCHANGE 


The contractor shall deliver to CCC cadmium produced in the Belgian Congo 
from raw materials originating in friendly foreign countries. In exchange for 
cadmium, CCC shall deliver to the contractor agricultural commodities as herein 
provided. 

SECTION 2. CADMIUM 


a. Quantity —The quantity of cadmium to be delivered by the contractor shall 
be 132,200 pounds, two percent (2%) more or less at the contractor’s option. 

b. Exchange Value.—The exchange value per pound of cadmium shall be a 
sum one-half cent (44¢) per pound less than the average per pound of the quo- 
tations for “cadmium, delivered, commercial sticks,” shown in the “E. and M. J. 
Metal and Mineral Markets,” for the dates in the month preceding the month 
in which delivery to CCC is made, delivered f. 0. b. common carrier’s conveyance 
at destination(s) stated in Section 2 f hereof named by CCC’s designee, U. 8S. 
import duty paid: Provided, That, at CCC’s option, cadmium shall be delivered 
to CCC entered in bond, duty not paid by the contractor, in which event the 
exchange value per pound of cadmium shall be reduced in an amount equal to 
the amount of U. S. import duty on cadmium at the time of delivery to CCC, 
and: Provided further, That cadmium so entered in bond shall, at CCC’s option, 
be delivered at temporary storage location(s) rather than to eventual destina- 
tion(s) as provided above, in which event, in addition to such reduction in 
exchange value based on nonpayment of duty, the difference between the cost 
of transportation to such location(s) for temporary storage in bond and to the 
eventual destination(s) named by CCC’s designee shall be for crediting to CCC. 
CCC’s designee will provide the contractor with the transportation rates 
applicable. 

ce. Specifications.—Each lot of cadmium (hereinafter referred to as “material” ) 
accepted under this contract shall conform in every respect to National Stock- 
pile Specification P-8, dated March 27, 1952, incorporated herein by reference 
and made a part hereof. A “lot,” as used herein, shall be that quantity of 
material designated by the contractor as a “lot” prior to sampling and for which 
one analysis certificate is to be issued: Provided, That the contractor shall not 
designate a quantity of less than five (5) tons as a lot except to the extent that 
delivery of less than five (5) tons is authorized pursuant to paragraph 2 f hereof. 
The are requirements of these specifications are included for ready refer- 
ence only : 

(1) Chemical Requirements : 

Percent by Weight 
GD: Ut kN ee ee 99. 90 
Lead, Silver, and Tin (Pb+Ag+Sn), Maximum________--____________ 0. 05 
Arsenic, Antimony, and Thallium (As+Sb+T1), Maximum___________ 0. 005 
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(2) Physical Requirements: Ingots, slabs, balls, and sticks may be of any 
standard size, but all material in any lot shall be of the same nominal size and 
shape. Material shall be of uniform texture, having a clean surface free from 
dirt, slag, or other foreign material. 

(3) Packaging and Marking: (1) Packaging: 

(i) All cadmium shall be packed in wood boxes equal to the following: 
Wood boxes complying with Style 2, Federal Specification NN-B-62 Ib: 
Boxes, Wood, Nailed and Lock-Corner. 

(ii) All boxes comprising any lot shall be of the same nominal size and 
shape. 

(2) Marking: Each box shall be permanently marked in accordance with 
Military Standard Marking of Shipments, MIL-—STB-129, and such marking 
shall include the CCC contract number, name of product, form, and gross and 
net weights. The boxes shall not carry a security classification or any marking 
indicating National Stockpile ownership. Appropriate identifying documents 
shall accompany each shipment. 

d. Inspection, Sampling, Analyzing, and Weighing.—(1) Sampling and analysis 
for chemical requirements and examination for physical condition shall be per- 
formed at a time and place designated by CCC. Sampling shall be performed 
as outlined in the American Society for Testing Materials, sampling procedure 
for Zinc, ASTM Specification B6—48, so far as sampling methods of zinc are 
applicable to the sampling of cadmium and to the extent. that such methods are 
not applicable, then by a method or methods mutually acceptable to CCC, or its 
designee, and the contractor. 

Examination for physical conditions shall be performed concurrently at the 
place designated by CCC’s designee, by representatives of the contractor and of 
CCC’s designee. Sampling shall be done by the designated representative of 
CCC’s designee. Such representative shall be accorded full cooperation by the 
contractor. The properly prepared sample shall be divided into three (3) equal 
parts, each packaged, sealed, identified, and distributed as follows: one (1) to 
the contractor and two (2) to CCC. One of the latter shall be analyzed by CCC’s 
designee ; the other retained for possible use as an umpire sample. The analysis 
obtained by CCC shall be final and the basis for acceptance or rejection of the 
material: Provided, That if such analysis shows the material does not meet the 
chemical requirements set forth in National Stockpile Specification P-8, dated 
March 27, 1952, the contractor may, within ten days after receiving notice of 
such analysis, request an analysis of the umpire sample by an umpire mutually 
satisfactory to CCC and the contractor. In such event the finding of the umpire 
shall be final and the basis for acceptance or rejection of the material. The cost 
of the umpire’s services shall be paid by the contractor unless the umpire finds 
that the material meets the requirements set forth in National Stockpile Specifi- 
cation P—8, dated March 27, 1952, in which event such cost shall be paid by CCC. 
CCC’s designee will designate a sampler-analyst for the purpose of sampling, 
analysis, and examination as provided above. In the event an umpire is re- 
quired, the sampler-analyst designated as provided above will not be selected 
to act as umpire. 

(2) The costs of services rendered by the sampler-analyst as required in 2d 
(1) shall be for the account of CCC. 

(3) Contractor agrees to pay the costs of weighing and to furnish weight 
certificates showing gross, tare, and net weights issued by a registered weigher 
for all material delivered hereunder. Such weights shall be final except that 
CCC reserves the right at its expense to check contractor’s weights by having 
any or all deliveries of cadmium weighed by a licensed public weigher, and if 
made, such check weights shall be final. Imported material shall be weighed 
at the port of entry. 

e. Acceptance or Rejection of Material.—Acceptance or rejection of each lot 
of material delivered pursuant to this contract shall be made after delivery 
and after inspection, weighing, and analyzing as provided in Section 2d hereof. 
Any lot of material meeting the specifications incorporated in Section 2e hereof 
and otherwise conforming to the terms of this contract shall be accepted by 
CCC. Any lot of material not meeting such specifications, or not conforming 
to other terms of this contract may be rejected. In the event of rejection of 
any lot of material delivered pursuant to this contract, the contractor shall 
within ninety (90) days from the date of rejection, reimburse CCC for all costs 
occasioned by reason of such rejection and remove the rejected material. Any 
lot of rejected material shall be replaced by the contractor with acceptable 
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material within ninety (90) days after the date of issuance of notice of rejection. 

f. Deliwery.—Delivery of the material shall be made on or before Decem- 
ber 31, 1956, except that material delivered as replacement of rejected material 
as provided in Section 2e hereof may be delivered to CCC not later than ninety 
(90) days after such date. If delivery is not made on or before such date, 
CCC shall have the option of extending the period for delivery or of terminating 
the contractor’s right to make further deliveries under this contract, any such 
extension or termination to be in writing. No delivery of less than five (5) 
tons of the material may be made without specific permission having been 
granted by CCC. Delivery shall be made free of expense to CCC, f. o. b. common 
earrier’s conveyance at location(s) named by CCC’s designee in Connecticut, 
Indiana, Maine, Maryland, Massachusetts, Michigan, New Hampshire, New 
Jersey, New York, Ohio, Pennsylvania, Rhode Island, Vermont, or West Vir- 
ginia pursuant to specific delivery instructions to be issued to the contractor 
by the Traffic Operations Division, General Services Administration upon re- 
ceipt from the contractor of completed GSA Form 199a. The contractor shall 
be responsible for the material covered by this contract until delivered at the 
designated point of delivery regardless of where inspection is performed. In 
connection with delivery it shall be the contractor’s responsibility to provide and 
pay for all transportation to the point of delivery and to do the following: 

(1) Bear the cost of export taxes, or other fees or charges, if any, levied 
because of exportation. 

(2) Bear the cost of certificates of origin, consular invoices, legalization 
of bills of lading, or any other document issued in country of origin or of both, 
or which may be required for the importation of goods into the country of 
destination and where necessary, for the passage in transit through another 
country. 

(3) Bear all cost of importing, loading material into common carrier’s con- 
veyance, freight and taxes, if any. 

g. Documents—(1) Not less than 10 days prior to availability of material 
for delivery and inspection, the contractor shall furnish the specified number of 
completed copies of GSA Form 199—a to each of the following: 

Director, Traffic Operations Division, Transportation and Public Utilities 
Service, General Services Administration, Washington 25, D. C.—Original 
and One Copy. 

Director, Barter and Stockpiling Division, Commodity Stabilization Service, 
United States Department of Agriculture, Washington 25, ID. C.—One 
Copy. 

(2) Promptly after delivery of any material, the contractor shall furnish CCC 
at his expense the following documents for each such delivery : 

Original and five (5) copies of a certificate of origin covering material 
and raw material. 

Original and five (5) copies of final analysis certificate. 

Original and five (5) copies of final weight certificates. 

Five copies of commercial bill of lading indicating that freight to destina- 
tion has been paid. 

Original and five (5) copies of the contractor’s invoice bearing the follow- 
ing certification, signed manually by the contractor’s authorized representa- 
tive: 

“This is to certify that this bill is correct and just and that payment 
therefor has not been received.” 

Two (2) copies receipted bills for ocean freight. 

(3) The contractor shall furnish one (1) copy of receipted bills for ocean 
freight te Director, Traffic Operations Division, Transportation and Public 
Utilities Service, General Services Administration, Washington 25, D. C. 

(4) All documents required under this Section 2 g shall bear the identifying 
contract number found at the top of this page. ° 

(5) Any extra cost arising from the contractor’s failure to furnish the docu- 
ments listed in this Section 2 g, as required, shall be for the account of the 
contractor. 

h. Credits —Upon receipt by CCC of properly executed documents as specified 
in Section 2 g above, and a statement from the Emergency Procurement Service, 
General Services Administration, that material has been delivered and accepted, 
CCG.shall. eredit the contractor’s account with the exchange value of the ma- 
terial represented by such documents and shall so notify the contractor. 

i. Title and Risk of Loss and Damage.—Title and risk of loss and damage 
shall pass to CCC concurrently with delivery: Provided, however, That with 
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respect to any material rejected, title and risk of loss and damage shall revert 
to the contractor at the time the notice of rejection of such material is post- 
marked or filed with the telegraph office. As used herein, the term telegraph 
office shall include the U. S. Department of Agriculture telegraph office as well 
as any Western Union Office. 

j. 50 Percent of Material to be Shipped in United States-Flag Commercial 
Vessels.—The following requirements shall apply with respect to any material 
delivered hereunder which is transported by ocean vessel: (1) if all of the 
material delivered hereunder is transported in one shipment, such shipment shall 
be on a privately owned United States-flag commercial vessel; (2) if only one 
shipment is made from any one country, or geographic area if the country from 
which the material is shipped is within more than one geographic area, such 
shipment shall be on a privately owned United States-flag commercial vessel 
(information as to geographic areas may be obtained from CCC): (3) if more 
than one shipment is made from any one country, or geographic area if the 
country from which the material is shipped is within more than one geographic 
area, at least fifty percent (50%) of the gross tonnage of the material shipped 
(computed separately for dry bulk carriers, dry cargo liners and tankers) shall 
be transported on privately owned United States-flag commercial vessels. The 
Government desires, however, that as much as practicable in excess of such 
fifty percent (50%) of gross tonnage to be so transported. 

Notwithstanding anything to the contrary above, if CCC determines after 
notification by the contractor that privately owned United States-flag commercial 
vessels are not available at fair and reasonable rates for such vessels, it will 
authorize the contractor to make shipment on foreign-flag vessels. 

k. Restrictive Charter Clause.—(1) The contractor agrees to include the fol- 
lowing restrictive charter clause in any charter party agreement entered into by 
him for the transportation on foreign-flag ocean vessels of the material acquired 
hereunder : 

“The vessel will not enter any communist far east port until after sixty 
days from the date of completion of discharge of the entire cargo under this 
charter. In the event of failure to comply with said agreement, twenty-five 
percent of the freight charges for ocean transportation hereunder will not be 
earned. Twenty-five percent of the freight charges payable hereunder will 
be withheld by the charterer until the owner or his authorized agent submits 
evidence satisfactory to the charterer that the vessel has not entered any 
communist far east port until after the expiration of the sixty-day period 
following such discharge under the charter, and in the absence of such 
evidence the withheld portion of the charges will not be paid.” 

The contractor further agrees to notify the vessel owner, or his authorized agent, 
that in the event of violation of the provisions of said clause all vessels of the 
owner may be barred from further chartering for the transportation of cargoes 
owned by or destined for the Government of the United States of America. 

(2) Promptly after expiration of the sixty-day period provided in the restric- 
tive charter clause stated in paragraph (1) above, the contractor, on the basis 
of the evidence furnished him by the vessel owner or his authorized agent, shall 
determine whether the vessel has complied with the above restrictive charter 
clause. If the contractor determines that the restrictive charter clause has been 
complied with, the contractor shall pay to the owner of the vessel or his authorized 
agent the aforesaid withheld twenty-five percent. If the contractor determines 
that the said restrictive charter clause has not been complied with, the contractor 
shall notify the owner of the vessel or his authorized agent of such determination 
of violation of the clause and shall afford said owner or his authorized agent 
thirty (30) days within which to furnish to the contractor any additional evidence 
which will show to the satisfaction of the contractor that the restrictive charter 
clause has not been violated. During said thirty-day period the contractor shall 
continue to withhold the aforesaid twenty-five percent of the freight charges. 
If upon the expiration of said thirty-day period the owner of the vessel or his 
authorized agent has not established proof satisfactory to the contractor of com- 
pliance with said restrictive charter clause, the contractor shall advise the owner 
of the vessel or his authorized agent of such final determination and shall there- 
after promptly pay to CCC the full amount of the freight charges withheld by 
the contractor pursuant to the aforesaid restrictive charter clause. 

(3) Promptly after expiration of the sixty-day period provided in the above- 
stated restrictive charter clause, the contractor shall furnish CCC with a com- 
plete statement of the evidence submitted to him by the owner of the vessel or 
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this authorized agent pursuant to the provisions of the above restrictive charter 
‘clause on which the contractor has based his determination that there has been 
‘compliance or noncompliance with said restrictive charter clause. In the event 
of a determination by the contractor of noncompliance with said clause the con- 
‘tractor shall thereafter furnish CCC, promptly after receipt by him, such addi- 
tional information as may be received by him from the vessel owner or his author- 
ized agent within the thirty-day period provided for in paragraph (2) above. 

(4) Notwithstanding any other provision of this Article, the contractor and 
‘CCC agree and stipulate that the question of compliance or noncompliance by the 
vessel owner with the restrictive charter clause is one of fact. Consequently, if at 
any time after payment by the contractor to the vessel owner or his authorized 
agent of the aforesaid withheld twenty-five percent CCC should discover that the 
vessel in question did in fact enter a communist far east port before expiration 
of the sixty-day period provided in said clause, the contractor shall be indebted 
to and shall pay to CCC the full amount of said withheld twenty-five percent of 
the freight charges. Conversely, if at any time after the contractor has finally 
determined that there has been noncompliance with the restrictive charter clause 
and has paid the withheld twenty-five percent of the freight charges to CCC 
pursuant to paragraph (2) of this Article, it should be conclusively established 
that the vessel in question did not in fact enter a communist far east port before 
expiration of the sixty-day period provided in the restrictive charter clause, CCC 
shall reimburse the contractor with the full amount of the twenty-five percent of 
freight charges withheld by the contractor from the vessel owner. 


SECTION 3. LIQUIDATED DAMAGES FOR NONDELIVERY OF MATERIAL 


a. Upon termination by CCC, pursuant to Section 2 or 4, of the contractor’s 
right to make further deliveries under this contract, the contractor shall pay 
to CCC as liquidated damages and not as a penalty a sum equalling two and one 
half percent (244%) of the exchange value of the undelivered material which 
this contract requires to be delivered. * 

b. Payment of liquidated damages shall be waived as to any part of the ma- 
terial which the contractor is prevented from delivering due solely to unforsee- 
able causes beyond the control and without the fault or negligence of the con- 
tractor. Such causes may include but are not restricted to: Act of God or of 
the public enemy or of the Government; fires, floods, epidemics, quarantine re- 
strictions, strikes, freight embargoes, and unusually severe weather ; and defaults 
of a subcontractor due to any of such causes unless CCC determines that the 
material to be furnished by the subcontractor was obtainable from other sources 
at comparable cost and in sufficient time to permit the contractor to meet the 
contract requirements. The contractor’s obligation to accept delivery of agri- 
cultural commodities under this contract shall be reduced to the extent of the 
total exchange value of the material not delivered, and with respect to which 
payment of liquidated damages has been waived. Such reductions, however, 
shall not be applied to any quantity of the agricultural commodity for which the 
exchange value has been fixed on or before the third (3d) day following the 
relevant date stated in Section 5¢ (1). 


SECTION 4. PERFORMANCE GUARANTEE ON MATERIAL 


a. Within ten (10) banking days after the signing of this contract, the con- 
tractor shall furnish CCC a certified or cashier’s check, or an irrevocable letter of 
credit, or a performance bond, in favor of and acceptable to CCC, conditioned 
on faithful performance of the contractor’s obligations under Section 2 and 3, 
in an amount equal to two and one half percent (24%5%) of the minimum total 
exchange value of the material covered by this contract. 

b. If a letter of credit has been furnished, when each delivery of material is 
determined to be acceptable hereunder, and properly executed documents cover- 
ing each such delivery have been received by CCC, CCC shall notify the bank 
that it is agreeable to a reduction in the amount of the letter of credit equal 
to two and one half percent (24%%5%) of the total exchange value of material 
accepted; and upon fulfillment of the contractor’s obligations under Sections 2 
and 3 of this contract, CC shall notify the bank that it is agreeable to cancella- 
tion of the letter of credit. If a certified or cashier’s check has been furnished, 
refund of such check by CCC to the contractor shall be made at the same rate and 
on the same basis as provided above for reduction of letter of credit: and upon 
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fulfillment of the contractor’s obligations under Sections 2 and 3 of this contract, 
CC shall refund any excess of such check over the total amount previously re- 
funded to the contractor. If a performance bond has been furnished, CCC shall 
notify the bonding firm when the contractor has fulfilled his obligations under 
Sections 2 and 3 of this contract. In the event the contractor notifies CCC in 
writing prior to the final date specified in Section 2 for the delivery of the ma- 
terial, or any extension thereof granted by CCC, of his inability to deliver any 
of the material, or any part thereof, CCC shall have the right to immediately 
draw against the letter of credit or to make demand under the performance 
bond on receipt of such notice. 

c. If the contractor fails to furnish to CCC a certified or cashier’s check, or 
letter of credit, or a performance bond acceptable to CCC, within the time speci- 
tied herein, CCC may elect to terminate the contractor's right to make further 
deliveries of material under this contract, any such termination to be in writing. 


SECTION 5. AVAILABILITY OF AGRICULTURAL COMMODITIES 


a. Commodities and Quality—The commodity deliverable hereunder shall be 
wheat of such qualities as may be made available for sale by CCC from inven- 
tories acquired through its price-support program and as may be designated 
by the contractor. Other agricultural commodities from such inventories, as 
approved by CCC for exchange under this contract, in addition to wheat, shall 
be available to the contractor for application against this contract as specified 
in Section 5d. 

b. Quantity —The quantity of agricultural commodities deliverable hereunder 
shall be such as has a total exchange value equal to the exchange value of the 
material delivered or required to be delivered hereunder, whichever is greater. 
Such quantity shall be subject to an upward tolerance of five percent (5%) at the 
contractor’s option. Except as provided in Section 3b, the contractor’s obliga-- 
tion with respect to the acceptance of agricultural commodities hereunder shall 
not be affected by any failure of the contractor to deliver the material under 
this contract. 

ce. Exchange Value-—(1) The contractor may specify any date, not later than 
thirty (30) days after the final delivery of material hereunder has been accepted 
by CCC for CCC to notify him of the exchange value of wheat, f. o. b. ocean 
vessel: Provided, however, That the contractor may not specify any date later 
than December 31, 1956, for CCC to notify him of the exchange value of agri- 
cultural commodities having a minimum exchange value of $190,467.15. Re- 
quests for issuance of notice of exchange value must be received by the Barter 
and Stockpiling Division, Commodity Stabilization Service, U. S. Department 
of Agriculture, Washington 25, D. C., not later than 4:15 p. m., e. s. t., on the 
market day for which notice of exchange value is requested. 

(2) After the close of the market on the date specified by the contractor. 
CCC shall notify him of such exchange value, which shall be the market price 
as determined by CCC, basis per sixty (60) Ib. bushel of wheat, in bulk, f. o. b. 
ocean vessel, part at CCC's option, less the subsidy in effect at the time of 
issuance of the notice of exchange value. In the event delivery is made “in 
store,” any reduction in exchange value on account of such delivery shall 
be determined by CCC. The contractor shall not be entitled to obtain a notice 
of exchange value covering a commodity of a class and grade during the period 
that there is a notice of exchange value outstanding under which the contractor 
may accept the same class and grade of such commodity. 

(3) Unless otherwise specified in CCC’s notice of exchange value, the con- 
tractor’s acceptance of exchange value, if any, must be filed with the telegraph 
office, or with CCC direct, not later than 5:30 p. m., e. s. t., on the third (3d) 
calendar day after the date on which CCC’s market price determination, as 
shown in such notice, is based. The contractor may accept the exchange value of 
any of the commodities listed in such notice for all or any part of the quantity 
specified in the notice of exchange value, or for all or any part of the quantity 
deliverable under this contract if no quantity is specified in the notice of exchange 
value. Unless the notice of exchange value specifies otherwise, the contractor 
shall have the option of taking delivery of five percent (5%) more or less than 
the quantity for which he has accepted an exchange value, subject to the overall 
tolerance specified in Section 5b. 

(4) The sale and exportation of wheat accepted at an exchange value (price) 
based on a net subsidized price as described in Section 5¢c (2) hereof may be 
registered under the International Wheat Agreement, if otherwise eligible, but 
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shall not be eligible for an export subsidy payment to the exporter. Prior to 
delivery of wheat under this Contract at such a net subsidized price, and prefer. 
ably within 24 hours but in no case later than 5 calendar days after the date of 
the contractor’s acceptance of exchange value (price) thereon, the contractor shall 
furnish to CCC a “Notice of Sale’ which shall indicate whether his sale of such 
commodity is an “eligible IWA Sale” or a “non-IWA Sale”, as these terms are 
defined in footnotes “a” and “b” to Section 4 of CCC Announcement GR-261, 
Revised October 20, 1955, and shall contain all of the sale information prescribed 
in the Terms and Conditions of the “CCC Wheat and Wheat-Flour Export Pay- 
ment Program (IWA)”, (copies of documents may be obtained from CCC) except 
that the name of the foreign purchaser, the sales price, and the Import License 
number may be omitted with respect to non-IWA sales. As to IWA sales, the 
contractor will receive a Confirmation of Eligibility direct from the [WA Branch, 
Grain Division, CSS, and he shall submit Form 1 (Blue) “Declaration of Sale” 
in exactly the same manner as under the “CCC Wheat and Wheat-Flour Export 
Payment Program (IWA)” to: 

Chief, [WA Branch, Grain Division, CSS, 

U.S. Department of Agriculture, 

Washington 25, D. C. 
In the event the contractor fails to furnish such Notice of Sale as required above, 
CCC shall have the right at any time before such Notice of Sale is furnished to 
-cancel the particular transaction involved. 

d. Additional Availability of Agricultural Commodities—(1) Agricultural com- 
modities from inventories acquired through CCC’s price support program, except 
wheat, approved by CCC for exchange under this Contract, which are available 
for export on a daily quotation basis, other than sales involving foreign currency, 
shall also be available to the contractor under the terms and conditions of this 
‘Contract, including Section 5¢ except that the exchange value shall not be based 
on a net subsidized price as described in Section 5c (2) but on the market price 
as determined by CCC except that whenever there is a CCC export-subsidy pro- 
gram or other special export sales program in effect on a commodity at the time 
the contractor requests a notice of exchange value for such commodity, and 
‘exportation pursuant to this Contract will meet the appropriate requirements 
of such program as determined by CCC, CCC shall, upon the contractor’s request 
for issuance of notice of exchange value pursuant to Section 5c, isue notices of 
exchange value based on the net subsidized price, which shall be the market price 
less the applicable subsidy, if any, in effect at the time of issuance of the notice 
of exchange value. The sale or exportation of any commodity accepted by the 
contractor at an exchange value based on such net subsidized price quoted under 
this subsection d (1) shall not be eligible for an export subsidy payment. 

In the case of any commodity, except wheat, accepted under this agreement at 
a net subsidized priee, the contractor shall furnish to CCC such documentation 
regarding the sale of the commodity as CCC may require. 

2) Agricultural commodities from inventories acquired through CCC’s price 
support program approved by CCC for exchange under this Contract, which are 
available for sale for export at fixed prices, or on a competitive offer basis, or on 
a negotiated basis, other than sales involving foreign currency, shall also be 
available to the contractor, through CCC in Washington or through any CSS 
Commodity Office, for application against his obligation to accept agricultural 
commodities under this Contract : Provided, That he notifies CCC in Washington, 
and the CSS Commodity Office if the sale is made through such an office, in writ- 
ing and net later than the time of sale, that the commodity so acquired is to be 
applied against this Contract. Such sales must be completed on or before 5: 30 
p. m., e. s. t., of the relevant date for which the contractor may request a notice 
of exchange value as specified in Section 5c (1). Purchase of such commodi- 
ties by the contractor shall be subject to the terms_and conditions which apply 
to such sales: Provided, That the contractor, in lieu of payment as required under 
the terms of such sales, described in this Section 5d (2), may satisfy his obliga- 
tion to CCC in accordance with Section 8 hereof; the sale or exportation of any 
commodities so acquired by the contractor on a net subsidized price basis shall 
not be eligibile for an export subsidy payment to the exporter and any subsidy 
payable to the contractor in connection with the sale or exportation of commodi- 
ties so acquired shall be received by the contractor in such commodity and not 
in dollars; and the terms and conditions of this contract otherwise shall apply to 
such acquisitions except that notices of exchange value provided for in Section 


5e (2) will not be issued regarding such acquisitions from CSS Commodity 
)ffiees. ' 
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(3) The contractor may at any time on or before 5:30 p. m., e. s. t., of the 
relevant date for which he may request a notice of exchange value, as specified 
in Section 5c (1), acquire against this contract directly from a CSS Commodity 
Office, any commodities, from inventories acquired through CCC’s price support 
program, approved by CCC for exchange under this contract which are available- 
for export on a daily quotation basis, other than sales involving foreign currency,. 
by accepting the price quoted to him within the time specified by the Commodity 
Office: Provided, That the contractor notifies the CSS Commodity Office involved 
and CCC in Washington, in writing, at the time of such sale that the commodity 
so acquired is to be applied against this contract. The sale or exportation of any 
commodities so acquired by the contractor on a net subsidized price basis shall 
not be eligible for an export subsidy payment to the exporter and any subsidy 
payable to the contractor in connection with the sale or exportation of commodi- 
ties so acquired shall be received by the contractor in such commodity and not 
in dollars; and the terms and conditions of this contract shall apply to such: 
acquisitions except that notices of exchange values provided for in Section 5c (1) 
will not be issued regarding such acquisitions from CSS Commodity Offices. If 
the price quoted to the contractor is a “net subsidized price” as such term is used 
in Section 5e (2) regarding wheat or in Section 5d (1) regarding other commodi- 
ties, the exportation of the commodity purchased also must meet the appropriate- 
requirements, as designated by CCC, of the export program pursuant to which such 
price was quoted: Provided, That the price of wheat so acquired for application. 
against this contract directly from a CSS Commodity Office shall be based on the 
market price on the date of sale, as determined by CCC, less the applicable export 
subsidy in effect on the date of sale by CCC to the contractor. Wheat so acquired’ 
may be eligible for recording under the International Wheat Agreement in accord- 
ance with the applicable requirements for registration set forth in Section, 
5e (4). 

The sales price of a commodity purchased as provided in (2) and (3) above, 
shall be deemed to be the “exchange value” of such commodity fer purposes of 
this contract. 

e. Automatic Figation—If at 5:30 p. m., e. s. t., on the third day following 
the relevant date stated in Section 5 e (1) for which the contractor may request. 
a notice of exchange value, the exchange value of a balance of agricultural com- 
modities remains to be fixed, the contractor shall be obligated to accept such 
balance in No. 2 hard winter wheat: Provided, That, to the extent CCC deter- 
mines that it does not have No. 2 hard winter wheat available in its. inventory 
for delivery under this contract, the contractor shall be obligated to accept 
such balance in No. 1 hard winter wheat. The exchange value of any such wheat 
shall be the market price, as determined by CCC, in effect on the first market 
day following the day described above, in bulk, f. o. b. ocean vessel,.at ports of 
delivery determined by CCC, or at such other port as may be agreed upon by 
CCC and the contractor, less the applicable subsidy, if any, in effect at the time 
such exchange value is fixed. 


SECTION 6, DELIVERY OF AGRICULTURAL COMMODITIES 


a. Delivery Instructions—The contractor shall furnish CCC with delivery 
instructions, in writing, calling for delivery f. 0. b. ocean vessel or “in store,” 
covering the commodity or commodities for which an exchange value has been 
fixed. However, whether delivery shall be made “in store’ and the terminal 
point at which delivery “in store” is made, shall be at CCC’s option, and the 
contractor shall obtain approval of CCC prior to issuing of “in store” delivery 
instructions. The contractor shall have the option of taking delivery of five per- 
cent (5%) more or less than the quantity specified in a delivery instruction, 
subject to the overall tolerance specified in Section 5 b. The quantity covered by 
an individual delivery instruction calling for f. 0. b.. vessel delivery shall not 
exceed one (1) cargo and the vessel shall be named in the instruction. Upon 
receipt of such delivery instruction calling for delivery f. 0. b. vessel, CCC shall 
promptly notify the contractor of the time and port at which such delivery will 
be made. The contractor shall not without the consent of CCC furnish delivery 
instructions calling for delivery f. 0. b. vessel earlier than fifteen (15) days 
after issuance of such instructions. If CCC cannot make delivery within the 
time specified in the delivery instructions, it shall notify the contractor of the 
time required to make delivery; in such event, CCC shall not be liable for any: 
damages resulting from delay in delivery. CCC agrees, however,. to make: 
delivery as promptly as possible. 
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b. Delivery.—Unless otherwise specified by CCC regarding commodities other 
than grain, delivery f. o. b. ocean vessel shall be delivery, in bulk, at discharge 
end of loading speut. CCC shall not be responsible for stowing and trimming 
aboard the vessel. Delivery “in store” shall be made by transferring to the 
contractor terminal warehouse receipts calling for the quantity and quality of the 
commodity to be delivered. Delivery of a quality other than that for which 
an exchange value has been fixed may be made upon request by the contractor, 
such substitution and the adjustment to be made in exchange value to be at 
CCC's option. Notwithstanding any other provision hereof, the quantity of 
commodities delivered shall not have an exchange value greater than the total 
exchange value credited to the contractor’s account pursuant to Section 2, plus 
the available amount of any applicable letter of credit or certified or cashier's 
check furnished to CCC pursuant to Section 8. 

(1) Whenever the vessel fails to lift the minimum quantity of agricultural 
commodities covered by a delivery instruction, the contractor shall furnish CCC, 
within seven (7) calendar days after the vessel completes loading, supple- 
mentary delivery instructions covering at least the difference between the quan- 
tity lifted and the minimum quantity covered by the original instructions. If 
the contractor fails to furnish such supplementary delivery instruction, calling 
for delivery f. 0. b. vessel or “in store,” within seven (7) calendar days, CCC 
shall have the right to: (a) deliver such difference “in store” at the same or any 
other port, at CCC’s option; or (b) if such seven (7) calendar day period expires 
on or before the relevant date stated in Section 5 ¢ (1), reduce by such difference 
the quantity of the commodity which CCC is obligated to deliver under the appli- 
eable price fixation; or (c) if such seven (7) calendar day period expires after 
such date, reduce the quantity of agricultural commodities CCC is obligated to 
deliver under this contract by a quantity having an exchange value equal to 
the exchange value of such difference. 

(2) This paragraph (2) shall apply notwithstanding anything to the contrary 
in (1) above. If the minimum quantity of agricultural commodities which the 
contractor is obligated to accept hereunder has been delivered as of 5:30 p. m., 
e. s. t., on the thirtieth (30th) day following the last day described in Section 
5e, no further deliveries, other than to vessel then loading, shall be made. If 
such minimum quantity has not been delivered as of 5:30 p. m., e. s. t., on such 
day, or cannot be delivered to vessel then loading, the contractor’s right to 
further deliveries of agricultural commodities hereunder shall be deemed termi- 
nated; CCC, however, shall have the option to deliver the balance of such 
minimum quantity “in store” at port(s) designated by CCC, or to reduce the 
quantity of agricultural commodities which it is obligated to deliver hereunder 
by a quantity having an exchange value equal to the exchange value of such 
balance. 

ce. Determination of Weight and Quality.—(1) In the case of delivery f. o. b. 
ocean vessel, the weight of agricultural commodities shall be determined by a 
licensed weighmaster at the port and time of delivery. Such determination 
shall be final. CCC shall furnish the contractor six (6) copies of each weight 
certificate. In the case of grain, grade shall be determined at the port and 
time of delivery, by an inspector licensed under the U. S. Grain Standards 
Act in accordance with the official Grain Standards of the United States. The 
grade and quality of other agricultural commodities shall be determined in 
accordance with standard commercial practice. Such determinations shall be 
final. In case of delivery “in store,” delivery to the contractor of negotiable 
warehouse receipts calling for the commodity in the quantity, grade, and quality 
required, shall satisfy the obligation of CCC to make delivery hereunder. 

(2) Promptly after any commodity acquired from CCC pursuant to this 
contract has been loaded aboard vessel, the contractor shall transmit one (1) 
copy of each weight certificate and of each inspection certificate pertaining 
thereto to CCC in Washington as specified in Section 14. Such copies shall be 
transmited with the on-board-ship bill of lading copy specified in Section 9b (1). 

d. Title and Risk of Loss or Damage.—Title and risk of loss or damage to 
agricultural commodities shall pass to the contractor concurrently with delivery. 


SECTION 7. WAREHOUSE CHARGES 


For any quantity of an agricultural commodity accepted by the contractor 
pursuant to Section 5c, 5 d (1), and (3) or 5 e which remains in storage at the 
expiration of thirty (30) calendar days after the exchange value of such quantity 
was fixed, the contractor shall reimburse CCC for warehouse charges, at the 
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rate of one-twentieth cent ($0.0005) per bushel per day for wheat, corn, grain 
sorghums, barley, or rye and at the rate of one-thirtieth cent per bushel per day 
for oats, for each day after such thirty (30) calendar days that such quantity 
remains in storage, and at such rate as CCC shall specify for other commodi- 
ties, unless the reason for such quantity remaining in storage was CCC’s failure 
to deliver in accordance with delivery instructions. In the case of agricultural 
commodities purchased by the contractor at a fixed price, on a competitive offer 
basis, or on a negotiated basis, the free storage period and warehouse charges 
shall be as provided under the terms of such transactions. 


SECTION 8. FINANCIAL COVERAGE FOR AGRICULTURAL COMMODITIES 


a. In the event the contractor desires delivery of agricultural commodities 
having an exchange value in excess of the amount credited to the contractor's 
account pursuant to Section 2, the contractor shall furnish to CCC, not later 
than five (5) banking days prior to the date specified for delivery of such 
commodities, a letter of credit in favor of and acceptable to CCC, or a certified 
or cashier’s check payable to CCC, in the amount of excess. CCC shall not 
draw against such letter of credit unless the contractor is in default with 
respect to delivery of material: Provided, That, if the contractor notifies CCC 
in writing prior to such default of his inability to deliver the material, or any 
part thereof, CCC shall have the right to draw against any such letter of credit 
immediately upon receipt of such notice. Promptly after delivery and accept- 
ance of material, and the crediting of the contractor’s account pursuant to 
Section 2, CCC shall notify the bank that it is agreeable to a corresponding reduc- 
tion of the letter of credit. If a certified or cashier’s check has been furnished, 
ccc shall make refund to the contractor on the same basis as is applicable to 
reduction of a letter of credit. 

b. Whenever there are any accrued warehouse charges due on a commodity 
at the time specified for delivery, the contractor shall furnish te CCC, prior to 
such delivery, a letter of credit or a certified or cashier’s check in an amount 
equal to such warehouse charges computed by CCC pursuant to Section 7 hereof. 

ec. In the event the contractor desires delivery “in store” of any agricultural 
commodity deliverable hereunder, CCC may require, prior to such delivery, a 
bond, or other security acceptable to CCC, in an amount determined by CCC on 
the basis of the provisions of Section 9 d and the quantity of the commodity 
involved, conditioned on faithful performance of the contractor’s obligations 
under Section 9. 

SECTION 9. EXPORT REQUIREMENTS 


a. (1) Within sixty (60) days after delivery of a commodity by CCC the 
contractor shall export, or cause to be exported, such commodity to friendly for- 
eign countries (information as to friendly and unfriendly foreign countries may 
be obtained from CCC); and shall take all necessary precautions to prevent 
reentry of the commodity into the United States or any of its territories or 
possessions. If CCC determines that the contractor or any subsequent buyer 
is delayed in exporting the commodity delivered hereunder by causes beyond 
his control, CCC shall grant such extension of time as it deems necessary for 
the contractor to export such commodity or cause such commodity to be exported. 

(2) In the case of delivery f. 0. b. ocean vessel by CCC, the commodity so ex- 
ported shall be the identical commodity loaded on board the vessel by (CC. In 
the case of “in store” delivery by CCC, the commodity so exported shall be the 
identical commodity loaded out upon presentation to the warehouseman of the 
warehouse receipt transferred to the contractor by CCC. 

(3) The contractor warrants that he will not export any agricultural com- 
modity delivered hereunder to any unfriendly foreign country. The contractor 
agrees to insert or cause to be inserted in the contract with the foreign im- 
portor of such commodity (a) a representation that the purchase or importa- 
tion of the commodity is not being made for the purpose of resale or transship- 
ment, or to increase the availability of such or like commodities, to such a 
country, and (b) an agreement that the foreign importer will not, as a result 
of the purchase or importation, resell or transship the commodity, or increase 
the availability of such or like commodities, to such a country. 

(4) The contractor warrants that neither he nor any other person or firm 
which exports or sells for export the agricultural commodities acquired here-— 
under will accept in payment for such agricultural commodities funds made 
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available by the United States Government, or any agency thereof, expressly 
for the purchase of agricu!tural commodities produced in the United States, 
or funds made available as the result of the financing by the United States Govy- 
ernment, or any agency thereof, of sales of agricultural commodities for foreign 
currency. In the event that any such funds are accepted by any such parties 
in payment for agricultural commodities exported hereunder, such commodities 
shall not be considered as exported under this contract, and the contractor 
shall pay to CCC a price adjustment on such commodities in the amount deter- 
mined in accordanee with Section 9 d. pms. of 

b. (1) Promptly after any commodity acquired from CCC pursuant to this 
contract has been loaded aboard vessel, the contractor shall transmit one (1) 
copy of the on-board-ship bill of lading pertaining thereto to CCC in Washing- 
ton as specified in Section 14. Such copy shall be certified by the contractor, and 
the shipper if other than the contractor, as true and correct and shall show the 
net weight of the commodity loaded, the date and‘place of loading, the nanie 
of the vessel, and the name and address of the consignee. Such copy shall be 
transmitted with the weight and inspection certificate copies specified in Section 
6 e@ (2). 

(2) The contractor shall, within thirty (30) days after exporting the com- 
modity or causing the commodity to be exported, furnish proof of exportation 
to the CSS Commodity office serving the area in which delivery of the commodity 
was made by CCC. Proof of exportation shall consist of a copy of the on-board- 
ship bill of lading, certified by the contractor, and the shipper if other than the 
contractor, as true and correct and as representing the commodity acquired from 
CCC, and showing the net weight of the commodity. the date and place of loading, 
name of vessel and name and address of the consignee, together with the certi- 
fication of the ship owner or his agent that the’ commodity described therein 
was actually loaded on vessel. 

c. If, between the time of delivery by CCC and the time of sailing of the vessel 
aboard which the commodity was loaded or was to be loaded, the contractor is 
prevented by acts of the United States: Government from exporting any portion 
of the commodity to a country to which the commodity was sold at a time when 
such exportation was permissible, the contractor may so notify CCC, such notifi- 
cation to be in writing, within seventy (70) days after delivery by CCC and 
may return to CCC any such commodity. The contractor’s obligation to accept 
agricultural commodities under this contract shall be reduced to the extent of 
the total exchange value of agricultural commodities which he is so prevented 
from exporting. If the commodity has been loaded aboard vessel, CCC shall 
remove the commodity from the vessel and bear the expense of such removal 
and returning the commodity to storage. Title and risk of loss and damage to 
such commodity shall revert to CCC at the time the contractor’s notice to CCC 
that he intends to return such commodity to CCC under this Section 9 is post- 
marked or filed with the telegraph office, or received in the office of CCC in 
Washington, if transmitted in other manner. Any loss, damage, or deterioration 
occurring prior to such notice shall be for the account of the contractor. 

d. In the event the contractor or a subsequent buyer fails to export the com- 
modity to a foreign country, or area other than those referred to in Section 
9 a (3). within the time specified in paragraph a (1) above, except when the 
commodity is returned to CCC as provided in paragraph ¢ above, or in the 
event the commodity is so exported but is subsequently reentered into the United 
States or any of its territories or possessions, whether or not such reentry is 
caused by the contractor, the contractor shall pay to CCC any amount by which 
the exchange value of such commodity is exceeded by the greater of (1) CCC’s 
statutory minimum sales price for unrestricted use in effect on the date of 
delivery of such commodity as determined by CCC, or (2) the sales price an- 
nounced by CCC for sale of such commodity for-unrestricted use in effect on 
the date of delivery of such commodity hereunder, or, if no such sales price 
has been announced, the market price of such commodity on said date as deter- 
mined by CCC. Such amount shall be paid by the contractor to CCC promptly 
on demand: Provided, however, That payment of such amount shall not be re- 
quired as to any part of the commodity which the Executive Vice President of 
ccc or his designated representative finds was not exported because of its 
loss or destruction, or because it is damaged or deteriorated and is in such con- 
dition that its entry into domestic market channels would not impair CCC’s price 
support operations. 


$3183—56——-7 
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SECTION 10. AMENDMENT OF CONTRACT TO GIVE EFFECT TO MORE FAVORABLE POLICIES 


If subsequent to the execution of this contract, CCC adopts general policies 
whi h it determines to be more favorable to commodity exchange contractors 
regarding (a) the pricing policy with respect to agricultural commodities, (b) 
the provisions of Section 9a (3) (clause based on Section 304, Public Law 480, 
83d Congress), (c) any provision relating to the use of United States-flag com- 
mercial vessels or (d) any provision relating to restrictive charter clauses, and 
enters into subsequent barter contracts pursuant to such policies, CCC agrees, 
upon written request, to amend this contract to give effect to such policies with 
respect to acts remaining to be performed by the contractor on the date of any 
such amendment. Nothing contained in this Section 10, shall be construed to 
require CCC to amend this contract unless the pol'cies and provisions given 
effect in such subsequent harter contracts represent changes in general policies, 
nor to affect an exchange value accepted by the contractor. Nor shall this con- 
tract be construed to require an amendment because of a policy change resulting 
frcm a statutory provision hereinafter enacted which is prospective in effect 
only. 

SECTION 11. ASSIGNMENT 


The contractor shall not assign this contract or any claim hereunder, or his 
rights to any amounts payable or commodities deliverable under this contract, 
in whole or in part, except in accordance with the requirements set out herein. 
The contractor may, subject to recognition and approval by CCC, assign his rights 
to amounts payable and to commodities deliverable hereunder (subject to offset 
by CCC of any amounts owned to it by the contractor under this contract) if 
such asSignment is made for the benefit of any bank, trust company, other finan- 
cial instifution, or business concern which is a regular dealer in agricultuial 
commodities which has advanced funds to the contractor for the performance of 
this contract: Provided, however, That, with the exception of reduction of letters 
of credit and refunds provided for under Sections 4 and 8, any payment by CCC 
to the eentractor or his assignee for material delivered and accepted shall be 
made only where the total exchange value of such deliveries excee“s the greater 
of (a) the total exchange value of agricultural commodities which the contractor 
is required to accept under this contract, or (b) the total exchange value of agri- 
cultural commodities which the contractor has accepted under this contract. 

In the event of any such assignment, the contractor shall file with CCC a 
written notice of assignment together with a signed copy of the instrument of 
assienment. Such assignment shall be binding on CCC unless CCC notifies the 
assignee to the contrary by wire filed with the telegraph office not later than 
five (5) calendar days after receipt of the assignment instrument by the Treas- 
urer of CCC. Failure of CCC to so notify the assignee shall constitute recogni- 
tion and approval of the assignment. A provision of the effect that the assign- 
m nt is subject to recognition and approval by CCC shall be included in the body 
of the instrument of assignment. 

Recognition of and approval by CCC of any such assignment shall not consti- 
tute a novation or waiver, and shall not in any way relieve the contractor of any 
obligations or responsibilities under this contract. 


SECTION 12. SETTLEMENT 


The contractor shall pay to CCC any amount by which the total exchange value 
of agricultural commodities delivered by CCC, and not returned to and accepted 
by CCC in accordance with Section 9, exceeds the total exchange value of the 
material accepted. CCC shall pay to the contractor any amount by which the 
total exchange value of the material accepted exceeds the greater of (a) the 
total exchange value of agricultural commodities which the contractor is required 
to accept under the provisions of this contract, or (b) the total exchange value 
of agricultural commodities which the contractor has accepted under the provi- 
sions of the contract. 

SECTION 13. CONTINGENT FEES 


The contractor warrants that he has not empleyed any person to solicit or 
secure this contract upon any agreement for a commission, percentage, brokerage, 
or contingent fee and that no such consideration or payment has been or will be 
made. Breach of this warranty shall give CCC the right to annul the contract; 
or in its discretion, to deduct from the contract consideration the amount of 
such commission, percentage, brokerage, or contingent fees. This warranty shall 
not apply to commissions payable by the contractor upon contracts or sales 


_ 
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secured or made through bona fide established commercial or selling agencies 
maintained by the contractor for the purpose of securing business. 


SECTION 14. COMMUNICATIONS 


Unless otherwise specified hercin, any written requests, acceptances, notifica- 
tions, instructions, or communications with respect to this contract by the 
contractor to CCC in Washington shall be addressed to the Barter and Stockpiling 
Division, Commodity Stabilization Service, U. S. Department of Agriculture, 
Washington 25, D. C. Any communication by the contractor with a Commodity 
Stabilization Service Commodity Office shall be addressed to the Director of the 
CSS Commodity Office. All such requests, notifications, acceptances, instructions, 
and communications by the contractor shall bear the identification appearing in 
the upper right corner of this page. 


SECTION 15. OFFICIALS NOT TO BENEFIT 


No member of or delegate to Congress or Resident Commissioner shall be 
admitted to any share of this contract or to any benefit that may arise therefrom, 
but this provision shall not be construed to extend to any benefit arising from 
this contract if accruing to a corporation. 


SECTION 16. NONDISCRIMINATION IN EMPLOYMENT 


In connection with the performance of work under this contract, the contractor 
agrees not to discriminate against any employee or applicant for empio)ment 
because of race, religion, color, or national origin. The aforesaid provision shall 
incluue, but not be limited to, the following: Employment, upgrading, demotion, 
or transfer; recruitment or recruitment advertising; layoff or termination; 
rates of pay or other forms of compensation ; and selection for training, including 
apprenticeship. The contractor agrees to post hereafter in conspicuous places, 
available for employees and applicants for employment, notices to be provided by 
= contracting officer setting forth the provisions of the nondiscrimination 
clause. 

The contractor further agrees to insert the foregoing provision in all subcon- 
tracts hereunder, except subcontracts for standard commercial supplies or raw 
materials. This Section shall not apply to the performance of work outside the 
United States, its territories, and possessions where no recruitment of workers 
within the limits of the United States, its territories, or possessions is involved. 


SECTION 17. WALSH-HEALEY PUBLIC CONTRACTS ACT 


If this contract is for the manufacture or furnishing of materials, supplies, 
articles, or equipment in an amount which exceeds or may exceed $10,000 and is 
otherwise subject to the Walsh-Healey Public Contracts Act as amended (41 
U. 8. Code 35-45), there are hereby incorporated by reference all representations 
and stipulations required by said Act and regulations issued thereunder by the 
Secretary of Labor, such representations and stipulations being subject to all 
applicable rulings and interpretations of the Secretary of Labor which are now 
or may hereafter be in effect. a 

In witness whereof CCC and the contractor have caused this contract to be 
executed by their duly authorized representatives. 


ComMopity CREDIT CORPORATION NortH AMERICAN CONTINENTAL Co., 

Ba i ala ie eos ott) swiTaras) Inc. 

Title Executive Vice President Oe aie ee eh ahh i 

Date iii eek Re lls Wiet oes en a 
Date 





er blocks and films long term splittings: 660,000 supplemental, balance long 
erm 


Contract No. BSD-SM-56-95 
CoM MODITY EXcHANGE CONTRACT - 


This contract entered into by and between COMMODITY CREDIT CORPORA- 
TION, a federally incorporated Agency of the United States of America, here- 
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inafter called “CCC,” and SCHWAB BROTHERS CORPORATION, 102 Maiden 
Lane, New York 5, New York, a corporation formed under the laws of the’ State 
oi Delaware, hereinafter called “the contractor.” 

WITNESSETH : 

That, in consideration of the mutual covenants and agreements herein set 
forth, the parties hereto agree as follows: 


SECTION 1. BASIS OF EXCHANGE 


The contractor shall deliver to CCC muscovite mica, block, film, and splittings, 
originating in India, in exchange for which CCC shall deliver to the contractor 
agricultural commodities as hereinafter provided. 


SECTION 2. MICA 


a. Quantity and Quality.—The contractor shall deliver to CCC 132,000 pounds, 
two percent more or less, of acceptable block mica or film mica or both of any of 
the following colors, grades, and qualities: 

(1) Block mica, good stained or better qualities, grades 6 or larger, ruby 

or non-ruby. 

(2) Block mica, stained A and A/B qualities, grades 6 or larger, ruby. 

(3) Film mica, first quality, grades 4, 5, 5% or 6, ruby or non-ruby. 

(4) Film mica, seeond quality, grades 4, 5, and’514, ruby or non-ruby. 
For each pound of block mica or film mica accepted by CCC, the contractor shall 
deliver to CCC 12% pounds of acceptable ruby mica splittings of color, grades, 
and qualities shown in Section 2m “Schedule of Mica Prices.” The quantity of 
mica splittings to be accepted under this contract is estimated at 1,650,000 
pounds. 

b. Exchange Value.—(1) The exchange value per pound of mica delivered at 
Harborside Warehouse, 34 Exchange Place, Jersey City 2, New Jersey, ex duty, 
shall be based on the prices per pound for kinds, color, grades and qualities as 
shown in Section 2 m, “Schedule of Mica Prices”: Provided, That in the event the 
General Services Administration, hereinafter referred to as “GSA” and the 
contractor should by agreement increase or decrease the unit prices under GSA’s 
purchase contracts with the contractor for block and film mica of Indian origin, 
(currently those shown in Section 2 m hereof), such adjusted prices shall be 
used in determining the exchange value of block and film mica accepted under 
this contract when such adjusted prices are in effect. For the purpose of this pro- 
vision, the date of acceptance shall be the date of GSA Inspection Report to the 
contractor, showing the net weight, quality and grade of mica accepted. The 
contractor shall make all necessary arrangements for customs entry of the mica 
“in bond’, United States duty not paid. 

(2) Limitation on Grades, Qualities and Erchange Value of Mica Acceptable— 
(a) The block mica and film mica acceptable under the terms of this contract 
shall be of such grades and qualities as will have an average exchange viue as 
provided in (1) above of not less than $4.00 per pound. 

(b) The ruby muscovite mica splittings acceptable under the terms of this con- 
tract shall be of such color, grades and qualities as will have an average exchange 
value as provided in (1) above of not less than $1.00 per pound. 

(c) These limitations with respect to the color, grades and qualities of mica 
acceptable shall be met by the contractor on the basis of deliveries made for 
each six months: period under the terms of this contract. 

c. Specifications —Except as otherwise provided, each kind of mica acceptable 
under the terms of this contract shall conform to the national stockpile specifica- 
tion for the kind incorporated herein, made a part hereof, marked Exhibits 
“A”, “B” and “C”, and inserted herein immediately following this Section. 

d. Packaging and Marking—(1) All mica to be furnished hereunder shall be 
packaged and marked in accordance with the requirements of the applicable 
referred-to national stockpile specifieation. 

(2) One end of each box shall be permanently and legibly stenciled to show 
the contractor’s box serial number and the description of the contents (in full 
or by code), and the contract number appearing at the top of this page. The 
gross, tare and net weights expressed in pounds shall be stenciled on one side 
of the box. 
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(3) Each box shall contain the following minimum net weight of mica, depend- 
ing on grades or qualities contained therein: 


Block. Miea (all qualities) _...._._-_-_ (1) Grades 6, 5%, 5 and 4 
40 pounds per box. 
(2) Grades 3, 2 and 1 
15 pounds per box. 
(3) Above grade 1 
No minimum requirement. 


WR PE ics sks cis cities niclagnbiiliebhated All qualities and grades 
50 pounds per box. 
Book-Packed Splittings......_......... All grades 


50 pounds per box. 
Loose-Dusted or Loose-Packed Split- All grades 


tings. 100 pounds per box. 


e. Delivery.—Delivery of the mica under this contract shall be made at Harbor- 
side Warehouse, 34 Exchange Place, Jersey City 2, New Jersey. Before delivery, 
mica shall be moved as required inside Harborside Warehouse for inspection. 
Delivery shall be made in approximately equal quantities each three months 
period beginning July 1, 1956,'and completed on or before June 30, 1958. No mica 
that has previously been rejected by GSA, or its designee, shall be tendered 

In connection with delivery; it shall be the contractor’s responsibility to do 
the following: 

(1) Provide for and pay the cost of all transportation to the named inland 
point in the country of importation ; 

(2) Pay the cost of export taxes, or other fees or charges if any, levied be- 
cause of exportation ; 

(3) Be responsible for any loss and damage, or both, until delivery after 
inspection and acceptance by the GSA, or its designee, acting on behalf of 
CCC; 

(4) Pay the costs of certificates of origin, consular invoices, legalization 
of the bill of lading, or any other documents issued in the country of origin, 
or shipment, or of both, which may be required for the importation of goods 
into the country of destination and, where necessary, for their passage in 
transit through another country; — 

(5) Pay all costs of landing, including wharfage, landing charges, and 
taxes, if any; 

(6) Each delivery shall be serially numbered, and the number shall be indi- 
cated on all pertinent documents following the number of this contract. 

If delivery is not made as required, CCC shali have the option of extending the 
periods of delivery, any such extension to be in writing, or of terminating con- 
tractor’s right to make further deliveries under this contract. 

f. Weighing.—All mica delivered hereunder shall be subject to check weighing 
by GSA, or its designee. Each box of mica shall be gross weighed as received. 
In the event any box is found to be substantially below the stated gross weight, 
such box shall be withdrawn from the lot and its actual net weight determined. 
Any box found to exceed a minus weight tolerance of one-quarter pound in net 
weight shall be subject to weight adjustment to the actual net weight as ceter- 
mined by GSA, or its designee. As used in this céntract, the term “lot” means 
the box or boxes of mica designated as a “lot” by the contractor when tendered 
to GSA, or its designee, for inspection. 

(2) In addition to the gross weighing, and after any underweight box(es) have 
been removed as provided in “(1)” above, 10% or more of the boxes representa- 
tive of each quality and grade in the lot, shall be selected at random and subjected 
to net weighing and on this basis, the average box net weight for each quality 
and grade in each lot, excluding any underweight boxes as provided in “(1)” 
above, shall be determined. In the event such average box net weight equals or 
exceeds the average stated box net weight as indicated in the contractor’s weight 
certificate, such stated weights shall be accepted without adjustment and no allow- 
ance will be made for overweight. In the event the average box net weight is 
found to be less than the contractor’s average stated box net weight, the con- 
tractor’s weights shall be adjusted to agree with the average box net weights as 
determined by GSA, or its designee, in the manner herein set forth. 
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g. Inspection.—All mica delivered hereunder shall be subject to inspection by 
GSA, or its designee, prior to acceptance. Such inspection shall be for the ac- 
count of CCC except for electrically testing nonruby block mica and nonruby film 
mica as provided in subparagraph “(5) (c)” herein below. 

(1) Mica, Muscovite Block.—(a) Any box of block mica will be determined by 
GSA, or its designee, to contain an unmixed lot of a single quality and grade as 
tendered by the contractor and to satisfy the contract requirements for thickness 
unless it is found to contain inferior material in excess of the following 
tolerances : 

For boxes containing Grades 5% and larger: 

10% by weight of next lower quality 

10% by weight of next smaller grade 

5% by weight less .007’’ thick 

Not more than 15% by weight for all causes. 
For boxes containing Grade 6: 

15% by weight of next lower quality 

10% by weight of Grade 7 

5% by weight less than .007’’ thick 

Not more than 20% by weight for all causes. 

(b) Any box of block mica found not acceptable because of failure to contain 
an unmixed lot of a single quality and grade or failure to satisfy the contract 
requirement for thickness may. upon mutual consent, be accepted by the GSA, 
or its designee, under the following conditions: 

(i) Any bcx containing a quantity in excess of 5% but not more than 10% 
of mica less than .007’’ thick, if accepted, shall be subject to a percentage 
reduction in weight equal to the full percentage of mica less than .007’’ 
thick. 

(ii) Any box containing mica inferior to the quality or grade specified by 
the contractor in a quantity in excess of the applicable tolerance above for 
either quality or grade (but not both), if accepted as the quality and grade 
specified, shall be subject to a percentage reduction in weight equal to the 
percentage of inferior material in excess of the applicable tolerance: Pro- 
vided, however, That no box of ruby block mica shall be accepted as A/B 
quality if the proportion of Stained “A” quality in the box is determined, 
after inspection, to be either less than 30% of the accepted net weight of the 
box or less than 23% of the total net weight of the box. 

(2) Mica, Muscovite Film.—(a) Any box of film mica will be determined by 
GSA, or its designee, to contain an unmixed lot of a single quality and grade as 
tendered by the contractor and to satisfy the contract requirements for thick- 
ness unless it is found to contain inferior material in excess of the following 
tolerances: 

25% by weight over or under thickness range 

10% by weight of next lower quality 

10% by weight of next smaller grade 

5% by weight of faulty preparation 

15% by weight total for all causes exclusive of thickness. 

(b) Any box containing a quantity of film mica inferior to the quality or 
grade specified by the contractor in excess of the applicable tolerance set forth 
above for either quality or grade (but not both), if accepted by mutual consent 
shall be subject to a percentage reduction in weight equal to the percentage of 
inferior material in excess of the applicable tolerance. 

(3) Mica, Muscovite Splittings—(a) Any box of book-packed splittings found 
to contain “V” cuts in excess of 5% by weight shall be rejected. However, 
GSA, or its designee may, at its option, accept any box of book-packed splittings 
containing “V” cuts not in excess of 5% by weight. 

(b) Any box of loose-dusted or loose-packed splittings found to contain 
inferior material in excess of the tolerances provided for in Exhibit “A” shall 
be rejected. 

(4) Consent Acceptance.—Any box of block mica, film mica, or mica splittings 
found to be unacceptable as the quality or grade specified by the contractor, may 
npon mutual consent be accepted as any lower quality or grade specified in this 
contract and if so accepted shall be considered a delivery of such lower quality 
or grade. 

(5) Special Requirements for Testing Non-Ruby Block and Film Mica—(a) 
When acceptability of any box of nonruby block mica or film mica is determined 
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by Q-meter electric testing the box shall be accepted if not more than 10% by 
weight of the sample tested is below E-1. 

(b) The provisions of subparagraphs (1), (2), and (4) of this Section, shall 
not apply to any box(es) of mica rejected on the basis of electrical testing. 

(c) In the event any box of nonruby block mica or nonruby film mica is 
rejected, the contractor shall pay for handling such rejected mica at the rate 
per box specified below: 

(i) The contractor shall be charged $2.00 per box for any box(es) of 
mica rejected as a part of a lot of the same category which is rejected on 
the basis of a token inspection made in accordance with GSA’s standard 
practice. 

(ii) The contractor shall be charged $6.00 per box for any box(es) of mica 
rejected as a result of (a) full visual inspection, or (b) full electrical test- 
ing made in accordance with GSA’s standard practice for inspecting and 
testing mica. 

(iii) The contractor shall be charged $8.00 per box for any box(es) of 
mica rejected as a result of both full visual inspection and full electrical 
testing made in accordance with GSA’s standard practice for inspecting and 
testing mica. 

(da) The above charge(s) shall be deducted from any credits due or to become 
due the contractor under the provisions of this contract. 

h. Documents.—(1) Not less than 10 days prior to availability of mica for 
shipment, the contractor shall furnish to the following, one completed copy of 
GSA Form 199a, together with such other shipping documents as may be requested 
by specific written instructions by GSA: 

General Services Administration, Federal Supply Service, Inspection Branch, 

7th and D Streets SW., Washington 25, D. C 
General Services Administration, Transportation and Public Utilities Service, 

Traffic Operations Division, 7th and D Streets SW., Washington 25, D. C. 
General Services Administration, Federal Supply Service, Storage & Custody 

Division, Harborside Warehouse, Unit Two, 7th Floor, 34 Exchange Place, 

Jersey City 2, New Jersey 
Director, Barter and Stockpiling Division, Commodity Stabilization Service, 

U.S. Department of Agriculture, Washincton 25, D. C. 

(2) Upon receipt of Inspection Report from GSA, the contractor shall furnish 
to CCC at his expense, the following documents properly executed for each lot; 

Contractor’s commercial invoice to CCC GSA Inspection Report to the con- 
tractor, showing the net weight, quality, and grade of mica accepted. 

Original and five copies 

At the same time, the contractor shall also furnish the following documents 
properly executed for each delivery to the General Services Administration, 
Emergency Procurement Service, Storage and Custody Division, Harborside 
Warehouse, Unit Two, 7th Floor, 34 Exchange Place, Jersey City 2, New Jersey: 

(a) Two copies of contractor's commercial invoice. 

(b) Two copies of Weight List Certified. 

(c) Two copies of Permit to Manipulate in Bond (Customs Form No. 3499). 

(d) Customs Form No. 7505 in quadruplicate (2 signed by Importer of 
Record) and Customs Form No. 7505—A in duplicate, when requested by GSA. 

(e) Such other documents as may be requested by GSA. 

(3) The commercial invoice to CCC shail bear the following certification, 
signed manually by the contractor: “This is to certify that this bill is correct and 
just, and that payment therefor has not been received.” 

(4) Any extra cost arising from the contractor's failure to furnish documents 
promptly as required in this Section 2 h shall be for the account of the contractor. 

(5) All documents furnished to CCC pursuant to this Section 2 h, shall bear a 
reference to BSD-SM-—56-95, and shall be addressed to the Director, Barter and 
Stockpiling Division, U. S. Department of Agriculture, Washington 25, D. C. 

i. Title and Risk of Loss and Damage.—Title and risk of loss and damage shall 
pass to CCC upon delivery, accompanied by customs release and other appropri- 
ate documents, after inspection of the mica “in bond” by GSA, or its designee, and 
acceptance. Any mica rejected upon inspection shall remain the property of 
the contractor. 

j. Credits—Upon receipt by CCC of contractor’s commercial invoice and GSA 
Inspection Report to the contractor, showing net weight, quality and grade of 
mica aecepted, as required in h (2) above, CCC shall credit the contractor's 
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account with the exchange value of mica accepted, and shall so notify the 
contractor. 

k. 50 Percent of Material to be Shipped in United States-Flag Commercial 
Vessels.—The following requirements shall apply with respect to any material 
delivered hereunder which is transported by ocean vessel: (1) if all of the 
material delivered hereunder is transported in one shipment, such shipment 
shall be on a privately owned United States-flag commercial vessel; (2) if only 
one shipment is made from any one country, or geographic area if the country 
from which the material is shipped is within more than one geographic area, 
such shipment shall be on a privately owned United States-flag commercial vessel 
(information as to geographic areas may be obtained from CCC) ; (3) if more 
than one shipment is made from any one country, or geographic area if the country 
from which the material is shipped is within more than one geographic area, at 
least fifty percent (50%) of the gross tonnage of the material shipped (computed 
separately for dry bulk carriers, dry cargo liners and tankers) shall be trans- 
ported on privately owned United States-flag commercial vessels. The Govern- 
ment desires, however, that as much as practicable in excess of such fifty percent 
(50%) of gross tonnage to be so transported. 

Notwithstanding anything to the contrary above, if CCC determines after noti- 
fication by the contractor that privately owned United States-flag commercial 
vessels are not available at fair and reasonable rates for such vessels, it will 
authorize the contractor to make shipment on foreign-flag vessels. 

1. Restrictive Charter Clause. 

(1) The contractor agrees to include the following restrictive charter clause 
in any charter party agreement entered into by him for the transportation on 
foreign-flag ocean vessels of the material acquired hereunder: 

“The vessel will not enter any communist far east port until after sixty 
days from the date of completion of discharge of the entire cargo under this 
charter. In the event of failure to comply with said agreement, twenty-five 
percent of the freight charges for ocean transportation hereunder will not be 
earned. Twenty-five percent of the freight charges payable hereunder will be 
withheld by the charterer until the owner or his authorized agent submits 
evidence satisfactory to the charterer that the vessel has not entered any 
communist far east port until after the expiration of the sixty-day period 
following such discharge under the charter, and in the absence of such 
evidence the withheld portion of the charges will not be paid.” 

The contractor further agrees to notify the vessel owner, or his authorized agent, 
that in the event of violation of the provisions of said clause all vessels of the 
owner may be barred from further chartering for the transportation of cargoes 
owned by or destined for the Government of the United States of America. 

(2) Promptly after expiration of the sixty-day period provided in the restrictive 
charter clause stated in paragraph (1) above, the contractor, on the basis of the 
evidence furnished him by the vessel owner or his authorized agent, shall deter- 
mine whether the vessel has complied with the above restrictive charter clause. 
If the contractor determines that the restrictive charter clause has been com- 
plied with, the contractor shall pay to the owner of the vessel or his authorized 
agent the aforesaid withheld twenty-five percent. If the contractor determines 
that the said restrictive charter clause has not been complied with, the con- 
tractor shall notify the owner of the vessel or his authorized agent of such 
determination of violation of the clause and shall afford said owner or his author- 
ized agent thirty (30) days within which to furnish to the contractor any 
additional evidence which will show to the satisfaction of the contractor that 
the restrictive charter clause has not been violated. During said thirty-day 
period the contractor shall continue to withhold the aforesaid twenty-five percent 
of the freight charges. If upon the expiration of said thirty-day period the owner 
of the vessel or his authorized agent has not established proof satisfactory to the 
contractor of compliance with said restrictive charter clause, the contractor shall 
advise the owner of the vessel or his authorized agent of such final determina- 
tion and shall thereafter promptly pay to CCC the full amount of the freight 
a withheld by the contractor pursuant to the aforesaid restrictive charter 
clause. 

(3) Promptly after expiration of the sixty-day period provided in the above- 
stated restrictive charter clause, the contractor shall furnish CCC with a 
complete statement of the evidence submitted to -him by the owner of the vessel 
or his authorized agent pursuant to the provisions of the above restrictive charter 








PROBLEMS OF SMALL BUSINESS 99 


clause on which the contractor has based his determination that there has 
been compliance or noncompliance with said restrictive charter clause. In the 
event of a determination by the contractor of noncompliance with said clause 
the contractor shall thereafter furnish CCC, promptly after receipt by him, such 
additional information as may be received by him from the vessel owner or his 
authorized agent within the thirty-day period provided for in paragraph (2) 
above. 

(4) Notwithstanding any other provision of this Article, the contractor and 
CCC agree and stipulate that the question of compliance or noncompliance by 
the vessel owner with the restrictive charter clause is one of fact. Conse- 
quently, if at any time after payment by the contractor to the vessel owner or 
his anthorized agent of the aforesaid withheld twenty-five percent CCC should 
discover that the vessel in question did in fact enter a communist far east port 
before expiration of the sixty-day period provided in said clause, the contractor 
shall be indebted to and shall pay to CCC the full amount of said withheld twenty- 
five percent of the freight charges. Conversely, if at any time after the con- 
tractor has finally determined that there has been noncompliance with the re- 
strictive charter clase and has paid the withheld twenty-five percent of the 
freight charges to CCC pursuant to paragraph (2) of this Article, it. should be 
conclusively established that the vessel in question did aot in fact enter a com- 
munist far east port before expiration of the sixty-day period provided in the 
restrictive charter clause, CCC shall reimburse the contractor with the full 
amount of the twenty-five percent of freight charges withheld by the contractor 
from the vessel owner. 

m. Schedule of Mica Prices——The following is a schedule of agreed prices 
per pound of grades and qualities acceptable mica under this contract, delivered 
ex duty at Harborside Warehouse, Jersey City, New Jersey: 


MICA, MUSCOVITE BLOCK--RUBY 
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MICA, MUSCOVITE FILM—NON RUBY 


Ge tas ad headein8 wits dhleindwccebin iden chin ceeemb eds iee adgeystbaign eeeed $12. 00 $8. 95 
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(Mica, Muscovite Film may be delivered in thicknesses .00125-.002’’ ; .002-003 
and/or .003-.004’’.) 
RUBY MUSCOVITE MICA SPLITTINGS 


Form and Quality Grade Size Price | Form and Quality Grade Size Price 


| 
| 











Book Form Ist-_......---- 4 
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SECTION 8. LIQUIDATED DAMAGES FOR NON-DELIVERY OF MATERIAL 


a. Upon termination by CCC, pursuant to Section 2 or 4, of the contractor’s 
right to make further deliveries under this contract, the contractor shall pay 
to CCC as liquidated damages and not as a penalty a sum equal.ing two and 
one-half percent (244%) of the exchange value of the undelivered material 
which this contract requires to be delivered. 

b. Payment of liquidated damages shall be waived as to any part of the 
material which the contractor is prevented from delivering due solely to un- 
forseeable causes beyond the control and without the fault or negligence of 
the contractor. Such causes may include but are not restricted to: Act of 
God or of the public enemy or of the Government; fires, floods, epidemics, quar- 
antine restrictions, strikes, freight embargoes, and unusually severe weather ; 
and defaults of a subcontractor due to any of such causes unless CCC determines 
that the material to be furnished by the subcontractor was obtainable from other 
sources at comparable cost and in sufficient time to permit the contractor to 
meet the contract requirements. The contractor’s obligation to accept delivery 
of agricultural commodities under this contract shall be reduced to the extent 
of the total exchange value of the material not delivered, and with respect to 
which payment of liquidated damages has been waived. Such reductions, how- 
ever, shall not be applied to any quantity of the agricultural commodity for 
which the exchange value has been fixed on or before the third (3rd) day 
following the date stated in Section 5e (1). 


SECTION 4, PERFORMANCE GUARANTEE ON MATERIAL 


a. Within ten (10) banking days after the signing of this contract, the con- 
tractor shall furnish CCC a certified or cashier’s check, or an irrevocable letter 
of credit, or a performance bond, in favor of and acceptable to CCC, condi- 
tioned on faithful performance of the contractor’s obligations under Section 
2 and 3, in an amount equal to two and one-half percent (244%) of the 
minimum total exchange value of the material covered by this contract. 

b. If a letter of credit has been furnished, when each delivery of material 
is determined to be acceptable hereunder, and properly executed documents 
covering each such delivery have been received by CCC, CCC shall notify the 
bank that it is agreeable to a reduction in the amount of the letter of credit 
equal to two and one-half percent (44%) of the total exchange value of material 
accepted; and upon fulfillment of the contractor’s obligations under Sections 
2 and 3 of this contract, COC shall notify the bank that it is agreeable to 
eancellation of the letter of credit. If a certified or cashier’s check has been 
furnished, refund of such check by CCC to the contractor shall be made at 
the same rate and on the same basis as provided above for reduction of letter 
of credit; and upon fulfillment of the contractor’s obligations under Sections 
2 and 3 of this contract, CCC shall refund any excess of such check over the 
total amount previously refunded to the contractor. If a performance bond has 
been furnished, CCC shall notify the bonding firm when the contractor has 
fulfilled his obligations under Sections 2 and 3 of this contract. In the event 
the contractor notifies CCC in writing prior to the final date specified in Section 
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2 for the delivery of the material, or any extension thereof granted by CCC, of 
his inability to deliver any of the material, or any part thereof, CCC shall have 
the right to immediately draw against the letter of credit or to make demand 
under the performance bond on receipt of such notice. 

e. If the contractor fails to furnish to CCC a certified or cashier’s check, 
or letter of credit, or a performance bond acceptable to CCC, within the time 
specified herein, CCC may elect to terminate the contractor's right to make 
further deliveries of material under this contract, any such termination to 
be in writing. 


SECTION 5. AVAILABILITY OF AGRICULTURAL COMMODITIES 


a. Commodities and Quality—The commodity deliverable hereunder shall be 
wheat of such qualities as may be available for sale by CCC from inventories 
acquired through its price support program and as may be designated by the 
eontractor. Other agricultural commodities from such inventories, in addition 
to wheat shall be available to the contractor for application against this con- 
tract as specified in Section 5d: Provided, That not less than thirty-three and 
one-third percent (3314%) of the total exchange value of agricultural com- 
modities deliverable hereunder shall be of wheat. 

b. Quantity.—The quantity of agricultural commodities deliverable hereunder 
for application against the contractor’s obligation to accept agricultural com- 
modities under this contract shall be such as has a total exchange value equal 
to the total exchange value of the material accepted or the minimum exchange 
value of material required to be delivered hereunder whichever is greater. Such 
quantity deliverable shall be subject to an upward tolerance of five percent 
(5%) at the contractor’s option. Except as provided in Section 3b, the con- 
tractor’s obligation to accept agricultural commodities under this contract shall 
not be affected by his failure to deliver material hereunder. 

c. Exchange value.—(1) The contractor may specify any date, not later than 
July 30, 1958, for CCC to notify him of the exchange value of wheat, f. o. b. ocean 
vessel: Provided, however, That the contractor may not specify any date later 
than December 31, 1956 for CCC to notify him of the exchange value of a quan- 
tity of agricultural commodities deliverable hereunder having a minimum 
exchange value of $2,134,440.00. Requests for issuance of notice of exchange 
value must be received by the Barter and Stockpiling Division, Commodity 
Stabilization Service, U. S. Department of Agriculture, Washington 25, D. C., 
not later than 4:15, e. s. t., on the market day for which notice of exchange 
value is requested. 

(2) After the close of the market on the date specified by the contractor, CCC 
shall notify him of such exchange value, which shall be the market price as 
determined by CCC, basis per sixty (60) lb. bushel of wheat, in bulk, f. o. b. 
ocean vessel, port at CCC’s option, less the subsidy in effect at the time of 
issuance of the notice of exchange value. In the event delivery is made “in 
store’, any reduction in exchange value on account of such delivery shall be 
determined by CCC. The contractor shall not be entitled to obtain a notice of 
exchange value covering a commodity of a class and grade during the period 
that there is a notice of exchange value outstanding under which the contractor 
may accept the same class and grade of such commodity. 

(3) Unless otherwise specified in CCC’s notice of exchange value, the con- 
tractor’s acceptance of exchange value, if any, must be filed with the telegraph 
office, or with CCC direct, not later than 5:30 p. m., e. s. t., on the third (3d) 
calendar day after the date on which CCC’s market price determination, as 
shown in such notice, is based. The contractor may accept the exchange value 
of any of the commodities listed in such notice for all or any part of the quantity 
specified in the notice of exchange value, or for all or any part of the quantity 
deliverable under this contract if no quantity is specified in the notice of exchange 
value. Unless the notice of exchange value specifies otherwise, the contractor 
shall have the option of taking delivery of five percent (5%) more or less than 
the quantity for which he has accepted an exchange value, subject to the overall 
tolerance specified in Section 5 b. 

(4) The sale and exportation of wheat accepted at an exchange value (price) 
based on a net subsidized price as described in Section 5 ¢ (2) hereof may be 
registered under the International Wheat Agreement, if otherwise eligible, but 
shall not be eligible for an export subsidy payment to the exporter. Prior to 
the delivery of wheat under this Contract at such a net subsidized price, and 
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preferably within 24 hours but in no case later than 5 ealendar days after the 
date of the contractor’s acceptance of exchange value (price) thereon, the con- 
tractor shall furnish to CCC a “Notice of Sale” which shall indicate whether his 
sale of such commodity is an “eligible IWA Sale” or a “non-IWA Sale”, as these 
terms are defined in footnotes “a” and “b” to Section 4 of CCC Announcement 
GR-261, Revised October 20, 1955, and shall contain all of the sale information 
prescribed in the Terms and Conditions of the “CCC Wheat and Wheat-Flour 
Export Payment Program (IWA)”, (copies of documents may be obtained from 
CCC) except that the name of the foreign purchaser, the sales price, and the 
Import License number may be omitted with respect to non-IWA sales. As to 
IWA sales, the contractor will receive a Confirmation of Eligibility direct from 
the IWA Branch, Grain Division, CSS, and he shall submit Form 1 (Blne) 
“Declaration of Sale” in exactly the same manner as under the “CCC Wheat 
and Wheat-Flour Export Payment Program (IWA)” to: 

Chief, IWA Branch, Grain Division, CSS, U. 8S. Department of Agriculture, 

Washington 25, D. C. 

In the event the contractor fails to furnish such Notice of Sale as required above, 
ccc shall have the right at any time before such Notice of Sale is furnished to 
eancel the particular transaction involved. 

d. Additional Availability of Agricultural Commodities—(1) Agricultural 
commodities from inventories acquired through CCC’s price support program, 
except wheat, which are available for export on a daily quotation basis, other 
than sales involving foreign currency, shall also be available to the contractor 
under the terms and conditions of this contract, including Section 5c except that 
the exchange value shall not be based on a net subsidized price as described in 
Section 5c (2), but on the market price as determined by CCC except that when- 
ever there is a CCC export-subsidy program or other special export sales program 
in effect on a commodity at the time the contractor requests a notice of exchange 
value for such commodity, and exportation pursuant to this contract will meet 
the appropriate requirements of such program as determined by CCC, CCC shall, 
upon the contractor’s request for issuance of notice of exchange value pursuant 
to Section 5e, issue notices of exchange value based on the net subsidized price, 
which shall be the market price less the applicable subsidy, if any, in effect 
at the time of issuance of the notice-of-exchange value. The sale or exportation 
of any commodity accepted by the contractor at an exchange value based on such 
net subsidized price quoted under this Section 5d (1) shall not be eligible for an 
export subsidy payment. 

In the ease of any commodity, except wheat, accepted under this agreement 
at a net subsidized price, the contractor shall furnish to CCC such documenta- 
tion regarding the sale of the commodity as CCC may: require. 

(2) Agricultural commodities from inventories acquired through CCC’s price 
support program which are available for sale for export at fixed prices, or on a 
competitive offer basis, or on a negotiated basis, other than sales involving for- 
eign currency, shall also be available to the contractor, through CCC in Washing- 
ton or through any CSS Commodity Office, for application against his obligation to 
accept agricultural commodities under this contract: Provided, That he notifies 
CC in Washington, and the CSS Commodity Office if the sale is made through 
such an office, in writing and not later than the time of sale, that the commodity 
so acquired is to be applied against this contract. Such sales must be completed 
en or before 5:30 p. m., e. s. t., of the relevant date for which the contractor 
may request a notice of exchange value as specified in Section 5c (1). Purchase 
of such commodities by the contractor shall be subject to the terms and conditions 
which apply to such sales: Provided, That the contractor, in lieu of payment as 
required under the terms of such sales, described in this Section 5d (2), may 
satisfy his obligation to CCC in accordance with Section 8 hereof; the sale or 
exportation of any commodities so acquired by the contractor on a net subsidized 
priee basis shall not be eligible for an export subsidy payment to the exporter 
and any subsidy payable to the contractor in connection with the sale or exporta- 
tion of commodities so acquired shall be received by the contractor in such 
eommodity and not in dollars; and the terms and conditions of this contract 
otherwise shall apply to such acquisitions except that notices of exchange values 
provided for in Section 5c (2) will not be issued regarding such acquisitions from 
CSS Commodity Offices. 

(3) The contractor may, at any time on or before 5:30 p. m., e. s. t., of the 
relevant date for which he may request a notice of exchange value as specified 
in Section 5e (1), aequire against this contract directly from a CSS Commodity 
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Office, any commodities from inventories acquired through CCC’s price support 
program which are available for export on a daily quotation basis, other than 
sales involving foreign currency, by accepting the price quoted to him within the 
time specified by the Commodity Office: Provided, That the contractor notifies. 
the CSS Commodity Office involved and CCC in Washington, in writing, at the 
time of such sale that the commodity so acquired is to be applied against this: 
contract. The sale or exportation of any commodities so acquired by the con~ 
tractor on a net subsidized price basis shall not be eligible for an export subsidy 
payment to the exporter and any subsidy payable to the contractor in connec 
tion with the sale or exportation of commodities so acquired shall be received by 
the contractor in such commodity and not in dollars; and the terms and condi- 
tions of this contract shall apply to such acquisitions except that notices of 


. exchange walues provided for in Section 5c (1) will not be issued regarding such 


acquisitions from CSS Commodity Offices. If the price quoted to the contractor 
is a “net subsidized price” as such term is used in Section 5c (2) regarding wheat 
or in Section 5d (1) regarding other commodities, the exportation of the com- 
modity purchased also must meet the appropriate requirements, as designated by 
CCC, of the export program pursuant to which such price was quoted: Provided, 
That the price of wheat so acquired for application against this contract directly 
from a CSS Commodity Office shall be based on the market price on the date of 
sale, as determined by CCC, less the applicable export subsidy in effect on the 
date of sale by CCC to the contractor. Wheat so acquired may be eligible for 
recording under the International Wheat Agreement in accordance with the 
applicable requirements for registration set forth in Section 5e (4). 

The sales price of a commodity purchased as provided in (2) and (3) above 
shall be deemed to be the “exchange value” of such commodity for purposes of 
this contract. 

e. Automatic Firation.—If at 5:30 p. m., e. s. t., on the third (3d) day follow- 
ing the-relevant date stated in Section 5¢ (1) the exchange value of a balance 
of agricultural commodities remains to be fixed, the contractor shall be obligated 
to accept such balance in No. 2 hard winter wheat: Provided, That to the extent 
CCC determines that it does not have No. 2 hard winter wheat available in its 
inventory for delivery under this contract, the contractor shall be obligated to 
accept such balance in No. 1 hard winter wheat. The exchange value of any such 
wheat shall be the market price as determined by CCC, in effect on the first 
market day following the day described above, in bulk, f. 0. b. ocean vessel, at 
ports of delivery determined by CCC, or at such other port as may be agreed upon 
by CCC and the contractor, less the applicable subsidy, if any, in effect at the 
time such exchange value is fixed. 


SECTION 6. DELIVERY 


a. Delivery Instructions.—The contractor shall furnish CCC with delivery in- 
structions, in writing, calling for delivery f. o. b. ocean vessel or “in store,” cover- 
ing the commodity or commodities for which an exchange value has been fixed. 
Hiowever, whether delivery shall be made “in store’ and the terminal point at 
which delivery “in store” is made, shall be at CCC’s option, and the contractor: 
shall obtain approval of CCC prior to issuing of “in store” delivery instructions. 
The contractor shall have the option of taking delivery of five percent (5%) more 
or less than the quantity specified in a delivery instruction, subject to the overall 
tolerance specified in Section 5b: The quantity covered by an individual delivery 
instruction calling for f. o. b. vessel delivery shall not exceed one (1) cargo and 
the vessel shall be named in the instruction,..Upon receipt of such delivery in- 
struction calling for delivery f. 0. b. vessel, CCC shall promptly notify the con- 
tractor of the time and port at which such delivery will be made. The contractor 
shall not, without the consent ef CCC, furnish delivery instructions calling for 
delivery f. o. b. vessel earlier than fifteen (15) days after issuance of such 
instructions. If CCC cannot make delivery within the time specified in the de- 
livery instructions, it shall notify the contractor of the time required to make 
delivery ; in such event, CCC shall not be liable for any damages resulting from 
delay in delivery. CCC agrees, however, to make delivery as promptly as possible. 

b. Delivery.—Unless otherwise specified by CCC regarding commodities other 
than grain, delivery f. o. b. ocean vessel shall be delivery, in bulk, at discharge 
end of loading spout. CCC shall not be responsible for stowing and trimming 
aboard the vessel. Delivery “in store” shall be made by transferring to the 
contractor terminal warehouse receipts calling for the quantity and quality 
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of the commodity to be delivered. Delivery of a quality other than that for 
which an exchange value has been fixed may be made upon request by the con- 
tractor, such substitution and the adjustment to be made in exchange value 
to be at CCC’s option. Notwithstanding any other provision hereof, the quantity 
of commodities delivered shall not have an exchange value greater than the 
total exchange value credited to the contractor’s account pursuant to Section 2 j, 
plus the available amount of any applicable letter of credit or certified or cashier’s 
check furnished to CCC pursuant to Section 8. 

(1) Whenever the vessel fails to lift the minimum quantity of agricultural 
commodities covered by a delivery instruction, the contractor shall furnish CCC, 
within seven (7) calendar days after the vessel completes loading, supple- 
mentary delivery instructions covering at least the difference between the quan- 
tity lifted and the minimum quantity covered by the original instructions. If 
the contractor fails to furnish such supplementary delivery instruction, calling 
for delivery f. o. b. vessel or “in store,” within seven (7) calendar days, CCC 
shall have the right to: (a) deliver such difference “in store” at the same or 
any other port, at CCC’s option; or (b) if such seven (7) calendar day period 
expires on or before the date stated in Section 5c (1), reduce by such difference 
the quantity of the commodity which CCC is obligated to deliver uncer the 
applicable price fixation; or (c) if such seven (7) calendar day period expires 
after such date, reduce the quantity of agricultural commodities CCC is obli- 
gated to deliver under this contract by a quantity having an exchange value equal 
to the exchange value of such difference. 

(2) This paragraph (2) shall apply notwithstanding anything to the contrary 
in (1) above. If the minimum quantity of agricultural commodities which the 
contractor is obligated to accept hereunder has been delivered as of 5:30 p. m., 
e. s. t., on the thirtieth (30th) day following the last day described in Section 5 e, 
no further deliveries, other than to vessel then loading, shall be made. If such 
minimum quantity has not been delivered as of 5:30 p. m., e. s. t., on such day, 
or cannot be delivered to vessel then loading, the contractor’s right to further 
deliveries of agricultural commodities hereunder shall be deemed terminated ; 
CCC, however, shall have the option to deliver the balance of such minimum 
quantity “in store’ at port(s) designated by CCC, or to redu¢e the quantity 
of agricultural commodities which it is obligated to deliver hereunder by a 
quantity having an exchange value equal to the exchange value of such balance. 

ec. Determination of Weight and Quality.—(1) In the case of delivery f. o. b. 
ocean vessel, the weight of agricultural commodities shall be determined by a 
licensed weighmaster at the port and time of delivery. Such determination 
shall be final. CCC shall furnish the contractor six (6) copies of each weight 
certificate. In the case of grain, grade shall be determined at the port and time 
of delivery, by an inspector licensed under the U. 8S. Grain Standards Act in 
accordance with the official Grain Standards of the United States. The grade 
and quality of other agricultural commodities shall be determined in accordance 
with standard commercial practice. Such determinations shall be final. In 
ease of delivery “in store,” delivery to the contractor of negotiable warehouse 
receipts calling for the commodity in the quantity, grade, and quality required, 
shall satisfy the obligation of CCC to make delivery hereunder. 

(2) Promptly after any commodity acquired from CCC pursuant to this con- 
tract has been loaded aboard vessel, the contractor shall transmit one (1) copy 
of each weight certificate and of each inspection certificate pertaining thereto 
to CCC in Washington as specified in Section 14. Such copies shall be trans- 
mitted with the on-board-ship bill of lading copy specified in Section 9 b (1). 

d. Title and Risk of Loss or Damage.—tTitle and risk of loss or damage to 
agricultural commodities shall pass to the contractor concurrently with delivery. 


SECTION 7. WAREHOUSE CHARGES 


For any quantity of an agricultural commodity accepted by the contractor pur- 
suant to Section 5 c, 5 d (1) and (3) or 5 e which remains in storage at the 
expiration of thirty (30) calendar days after the exchange value of such quantity 
was fixed, the contractor shall reimburse OCC for warehouse charges, at the rate 
of one-twentieth cent ($0.0005) per bushel per day for wheat, corn, grain sor- 
ghums, barley, or rye and at the rate of one-thirtieth cent per bushel per day for 
oats, for each day after such thirty (30) calendar days that such quantity 
remains in storage, and at such rate as CCO shall specify for other commodities, 
unless the reason for such quantity remaining in storage was CCC’s failure to 
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deliver in accordance with delivery instructions. In the ease of agricultural com- 
modities purchased by the contractor at a fixed price, on a competitive offer basis, 
or on a negotiated basis, the free storage period and warehouse charges shall be 
as provided under the terms of such transactions. 


SECTION 8. FINANCIAL COVERAGE FOR AGRICULTURAL COMMODITIES 


a. In the event the contractor desires delivery of agricultural commodities 
having an exchange value in excess of the amount credited to the contractor’s 
account pursuant to Section 2, the contractor shall furnish to CCC, not later than 
five (5) banking days prior to the date specified for delivery of such commodi- 
ties, a letter of credit in favor of and acceptable to CCC, or a certified or cashier’s 
check payable to CCC, in the amount of excess. CCC shall not draw against such 
letter of credit unless the contractor is in default with respect to delivery of 
material: Provided, That if the contractor notifies CCC in writing prior to such 
default of his inability to deliver the material, or any part thereof, CCC shall 
have the right to draw against any such letter of credit immediately upon receipt 
of such notice. Promptly after delivery and acceptance of material, and the 
erediting of the contractor’s account pursuant to Section 2, CCC shall notify the 
bank that it is agreeable to a corresponding reduction of the letter of credit. If 
a certified or cashier’s check has been furnished, CCC shall make refund to the 
contractor on the same basis as is applicable to reduction of a letter of credit. 

b. Whenever there are any accrued warehouse charges due on a commodity 
at the time specified for delivery, the contractor shall furnish to CCC, prior to 
such delivery, a letter of credit or a certified or cashier’s check in an amount 
equal to such warehouse charges computed by CCC pursuant to Section 7 hereof. 

ec. In the event the contractor desires delivery “in store” of any agricultural 
commodity deliverable hereunder, CCC may require, prior to such delivery, a 
bond, or other security acceptable to CCC, in an amount determined by CCC on 
the basis of the provisions of Section 9 d and the quantity of the commodity 
involved, conditioned on faithful performance of the contractor’s obligations 
under Section 9. 


SECTION 9. EXPORT REQUIREMENTS 


a. (1) Within sixty (60) days after delivery of a commodity by CCC the con- 
tractor shall export, or cause to be exported, such commodity to friendly foreign 
eountries (information as to friendly and unfriendly foreign countries may be 
obtained from CCC) ; and shall take all necessary precautions to prevent reentry 
of the commodity into the United States or any of its territories or possessions. 
If CCC determines that the contractor or any subsequent buyer is delayed in 
exporting the commodity delivered hereunder by causes beyond his control, CCC 
shall grant such extension of time as it deems necessary for the contractor to 
export such commodity or cause such commodity to be exported. 

(2) In the case of delivery f. 0. b. ocean vessel by CCC, the commodity so ex- 
ported shall be the identical commodity loaded on board the vessel by CCC. In 
the case of “in store” delivery by CCC, the commodity so exported shall be the 
identical commodity loaded out upon presentation to the warehouseman of the 
warehouse receipt transferred to the contractor by CCC. 

(3) The contractor warrants that he will not export any agricultural com- 
modity delivered hereunder to any unfriendly foreign country. The contractor 
agrees to insert or cause to be inserted in the contract with the foreign importer 
of such commodity (a) a representation that the purchase or importation of the 
commodity is not being made for the purpose of resale or transshipment, or to 
increase the availability of such or like commodities, to such a country, and (b) 
an agreement that the foreign importer will not, as a result of the purchase or 
importation, resell or transship the commodity, or increase the availability of 
such or like commodities, to such a country. 

(4) The contractor warrants that neither he nor any other person or firm 
which exports or sells for export the agricultural commodities acquired hereunder 
will accept in payment for such agricultural commodities funds made available 
by the United States Government, or any agency thereof, expressly for the pur- 
chase of agricultural commodities produced in the United States, or funds made 
available as the result of the financing by the United States Government, or any 
agency thereof, of sales of agricultural commodities for foreign currency. In the 
event that any such funds are accepted by any such parties in payment for agri- 
cultural commodities exported hereunder, such commodities shall not be consid- 
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ered as exported under this contract, and the contractor shall pay to CCC a 
price adjustment on such commodities in the amount determined in accordance 
with Section 9 d. 

b. (1) Promptly after any commodity acquired from CCC pursuant to this 
contract has been loaded aboard vessel, the contractor shall transmit one (1) 
copy of the on-board-ship bill of lading pertaining thereto to CCC in Washington 
as specified in Section 14. Such copy shall be certified by the contractor, and 
the shipper if other than the contractor, as true and correct and shall show the 
net weight of the commodity loaded, the date and place of loading, the name of 
the vessel, and the name and address of the consignee. Such copy shall be 
transmitted with the weight and inspection certificate copies specified in Section 
6c (2). 

(2) The contractor shall, within thirty (80) days after exporting the com- 
modity or causing the commodity to be exported, furnish proof of exportation 
to the CSS Commodity office serving the area in which delivery of the commodity 
was made by CCC. Proof of exportation shall consist of a copy of the on-board- 
ship bill of lading, certified by the contractor, and the shipper if other than the con- 
tractor, as true and correct and as representing the commodity acquired from 
ccc, and showing the net weight of the commodity, the date and place of 
loading, name of vessel and name and address of the consignee, together with the 
certification of the shipowner or his agent that the commodity described therein 
was actually loaded on vessel. 

ec. If, between the time of delivery by CCC and the time of sailing of the 
vessel aboard which the commodity was loaded or was to be loaded, the con- 
tractor is prevented by acts of the United States Government from exporting 
any portion of the commodity to a country to which the commodity was sold at 
a time when such exportation was permissible, the contractor may so notify 
ccc, such notification to be in writing, within seventy (70) days after delivery 
by CCC and may return to CCC any such commodity. The contractor’s obliga- 
tion to accept agricultural commodities under this contract shall be reduced 
to the extent of the total exchange value of agricultural commodities which he 
is so prevented from exporting. If the commodity has been loaded aboard vessel, 
CCC shall remove the commodity from the vessel and bear the expense of such 
removal and returning the commodity to storage. Title and risk of loss and 
damage to such commodity shall revert to CCC at the time the contractor’s 
notice to CCC that he intends to return such commodity to CCC under this 
Section 9 is postmarked or filed with the telegraph office, or received in the 
office of CCC in Washington. if transmitted in other manner. Any loss, damage, 
or deterioration occurring prior to such notice shall be for the account of the 
contractor. 

d. In the event the contractor or a subsequent buyer fails to export the com- 
modity to a foreign country, or area other than those referred to in Section 
9 a (3), within the time specified in paragraph a. (1) above, except when the 
commodity is returned to CCC as provided in paragraph ¢ above, or in the event 
the commodity is so exported but is subsequently reentered into the United 
States or any of its territories or possessions, whether or not such reentry is 
caused by the contractor, the contractor shall pay to CCC any amount by which 
the exchange value of such commodity is exceeded by the greater of (1) CCC's 
statutory minimum sales price for unrestricted use in effect on the date of 
delivery of such commodity as determined by CCC, or (2) the sales price an- 
nounced by CCC for sale of such commodity for unrestricted use in effect on the 
cate of delivery of such commodity hereunder, or, if no such sales prices has 
been announced, the market price of such commodity on said date as determined 
by CCC. Such amount shall be paid by the contractor to CCC promptly on de- 
and: Provided, however, That payment of such amount shall not be required 
as to any part of the commodity which the Executive Vice President of CCC 
or his designated representative finds was not exported because of its loss or 
destruction, or because it is damaged or deteriorated and is in such condition 
that its entry into domestic market channels would not impair CCC’s price 
support operations. 


SECTION 10. AMENDMENT OF CONTRACT TO GIVE EFFECT TO MORE FAVORABLE POLICIES 


If subsequent to the execution of this contract, CCC adopts general policies 
which it determines to be more favorable to commodity exchange contractors 
regarding (a) the pricing policy with respect to agricultural commodities, (b) 
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the provisions of Section 9 a (3) (clause based on Section 304, Public Law 480, 
83d Congress), (¢c) any provision relating to the use of United States-flag com- 
mercial vessels or (d) any provision relating to restrictive charter clauses, and 
enters into subsequent barter contracts pursuant to such policies, CCC agrees, 
upon written request, to amend this contract to give effect to such policies with 
respect to acts remaining to be performed by the contractor on the date of any 
such amendment. Nothing contained in this Section 10, shall be construed to re- 
quire CCC to amend this contract unless the policies and provisions given effect in 
such subsequent barter contracts represent changes in general policies, nor to 
affect an exchange value accepted by the contractor. Nor shall this contract be 
construed to require an amendment because. of a policy change resulting from 
a statutory provision hereinafter enacted which is prospective in effect only. 


SECTION 11. ASSIGNMENT 


The contractor shall not assign this contract or any claim hereunder, or his 
rights to any amounts payable or commodities deliverable under this contract, in 
whole or in part, except in accordance with the requirements set out. herein. 
The contractor may, subject to recognition and approval by CCC, assigo his 
rights to amounts payable and to commodities deliverable hereunder (subject to 
offset by CCC of any amounts owed to it by the contractor under this contract) 
if such assignment is made for the benefit of any bank, trust company, other 
financial institution, or business concern which is a regular dealer in agricul- 
tural commodities which has advanced funds to the contractor for the perform- 
ance of this contract: Provided, however, That, with the exception of reduction of 
letters of credit and refunds provided for under Sections 4 and 8, any payment by 
€CC to the contractor or his assignee for material delivered and accepted: shall 
be made only where the total exchange value of such deliveries exceeds the 
greater of (a) the total exchange value of agricultural commodities which the con- 
tractor is required to accept under this contract, or (b) the total exchange value 
of agricultural commodities which the contractor has accepted under this contract. 

In the event of any such assignment, the contractor shall file with CCC a written 
notice of assignment together with a signed copy of the instrument of assign- 
ment. Such assignment shall be binding on CCC unless CCC notifies the assignee 
to the contrary by wire filed with the telegraph office not later than five (5) 
calendar days after receipt of the assignment instrument by the Treasurer of 
CCC. Failure of CCC to so notify the assignee shall constitute recognition and 
approval of the assignment. A provision to the effect that the assignment is 
subject to recognition and approval by CCC shall be included in the. body of the 
instrument of assignment. 

Recognition of and approval by CCC of any such assignment shall not consti- 
tute a novation or waiver, and shall not in any way relieve the contractor of any 
obligations or responsibilities under this contract. 


SECTION 12. SETTLEMENT 


The contractor shall pay to CCC any amount by which the total exchange value 
of agricultural commodities delivered by CCC, and not returned to and actepted 
by CCC in accordance with Section 9, exceeds the total exchange value of the 
material accepted. CCC shall pay to the contractor any amount by which the 
total exchange value of the material accepted exceeds the greater of (a) the 
total exchange value of agricultural commodities which the contractor is required 
to accept under the provisions of this contract, or (b) the total exchange value 
of agricultural commodities which the contractor has accepted under the provi- 
sions of the contract. 


SECTION 138. CONTINGENT FEES 


The contractor warrants that he has not employed any person to solicit or 
secure this contract upon any agreement for a commission, percentage, broker- 
age, or contingent fee and that no such consideration or payment has been 
or will'be made. Breach of this warranty shall give CCC the right to annul the 
contract, or in its discretion, to deduct from the contract consideration the 
amount of such commission, percentage, brokerage, or contingent fees. This 
warranty shall not apply to commissions payable by the contractor upon contracts 
or sales secured or made through bona fide established commercial or selling 
aventies maintained by the contractor for the purpose of securing business. 


83183—56——_8 
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SECTION 14. COMMUNICATIONS 


Unless otherwise specified herein, any written requests, acceptances, notifica- 
tions, instructions or communications with respect to this contract by the con- 
tractor to CCC in Washington shall be addressed to the Barter and Stockpiling 
Division, Commodity Stabilization Service, U. S. Department of Agriculture, 
Washington 25, D. C. Any communication by the contractor with a Commodity 
Stabilization Service Commodity Office shall be addressed to the Director of the 
CSS Commodity Office. All such requests, notifications, acceptances, instructions 
and communications by the contractor shall bear the identification appearing in 
the upper right corner of this page. 


SECTION 15. OFFICIALS NOT TO BENEFIT 


No member of or delegate to Congress or Resident Commissioner shall be 
admitted to any share of this contract or to any benefit that may arise therefrom, 
but this provision shall not be construed to extend to any benefit arising from this 
contract if accruing to a corporation. 


SECTION 16. NONDISCRIMINATION IN EMPLOYMENT 


In connection with the performance of work under this contract, the contractor 
agrees not to discriminate against any employee or applicant for employment 
because of race, religion, color or national origin. The aforesaid provision shall 
include, but not be limited to, the following: Employment, upgrading, demotion, 
or transfer ; recruitment or recruitment advertising; layoff or termination; rates 
of pay or other forms of compensation; and selection for training, including 
apprenticeship. The contractor agrees to post hereafter in conspicuous places, 
available for employees and applicants for employment, notices to be provided 
by the contracting officer setting forth the provisions of the nondiscrimination 
clause. 

The contractor further agrees to insert the foregoing provision in all sub- 
contracts hereunder, except subcontracts for standard commercial supplies or 
raw materials. The Section shall not apply to the performance of work outside 
the United States, its territories and possessions where no recruitment of workers 
within the limits of the United States, its territories or possessions is involved. 


SECTION 17. WALSH-HEALEY CONTRACTS ACT 


If this contract is for the manufacture or furnishing of materials, supplies, 
articles, or equipment in an amount which exceeds or may exceed $10,000 and is 
otherwise subject to the Walsh-Healey Public Contracts Act, as amended (41 
U. S. Code 35-45), there are hereby incorporated by reference all representations 
and stipulations required by said Act and regulations issued thereunder by the 
Secretary of Labor, such representations and stipulations being subject to all 
applicable rulings and interpretations of the Secretary of Labor which are now 
or may hereafter be in effect. 

In witness whereof CCC and the contractor have caused this contract to be 
executed by their duly authorized representatives. 


ComMMopITy CREDIT CORPORATION, ScHwaBs BrotHers CoRPORATION, 
By Walter C. Berger. By C. J. Schwab. 
Title : Acting Executive Vice Presi- Title: President. 

dent. Date : 6/29/56. 


Date : Jun 28, 1956. 
P-33-R 





Exuisir A 
November 2, 1955 
(Supersedes issue of 
July 1, 1948) 
NATIONAL STOCKPILE PURCHASE SPECIFICATION 


MICA—MUSCOVITE SPLITTINGS 
1. Description 


This specification covers muscovite mica splittings suitable for use in the 
manufacture of electrical insulation for such applications as field coils, armature 
windings, transformers, and other electrical devices. 
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2. Physical requirements 


All muscovite mica splittings purchased under this specification shall conform 
to the applicable requirements for forms of commercial preparation, grade sizes, 
and visual qualities of the National Electrical Manufacturers Association, Pub. 
No. ME 1-1952 (as amended) and the American Society for Testing Materials, 
Specification D 351-53T, except that Book Form muscovite splittings shall have 
no “V” cuts and the minimum area of Grade 514 loose dusted muscovite splittings 
shall be 2 inches. 

a. Color: Ruby and light green muscovite splittings are acceptable. However, 
all offers shall state which color will be supplied. 

b. Form and Grade Size: 


NEMA- NEMA- 
Form and Quality Grade ASTM Form and Quality Grade ASTM 
Size Designa- Size Designa- 
tion tion 


——-. 


4 AA Loose Dusted Ist__-.-_--- 5 
5 A Loose Dusted Ist_....--- 6 

Book Form Ist--..------- 5h2 B Loose Packed Ist .....---- 6 
4 AA Loose Packed 2d......-.- 6 
5 


8. Packaging and marking 


a. Packaging: All Book-Form muscovite mica splittings shall be securely 
wrapped in paper. The packages shall be of equal weight, not to exceed five 
pounds, and secured with cord or tape in such a manner as to prevent shifting 
and damage to the edges of the splittings. 

All muscovite mica splittings shall be packed in wooden boxes constructed to 
withstand rough handling, shipping, and storage. The inside of the boxes shall 
be paper lined and shall be smooth and free from projecting nails or any rough 
surfaces that might cause damage to the contents. Mica shall be tightly com- 
pressed in the boxes to prevent damage from shifting. Boxes may be of any 
size usual with the producer, but all boxes in any lot shall be of the same nominal 
size and shape. 

Only one type, grade, or color of muscovite mica splittings shall be packed in 
the same box. 

b. Marking: Fach box shall be permanently and legibly marked. The con- 
tractor’s box serial number shall be on one end of the box and the net and gross 
weights shall be on one side. One end and one side of each box shall be free 
of marks. Should shipments be delivered to other than the stockpile inspection 
and coding depots the Government contract number shall also be marked on the 
end of each box. 

Satisfactory identifying documents shall accompany each shipment. 





Exursir B 


National Stockpile Specification P-32a—R1 

February 17, 1956 

(Supersedes issue of June 4, 1953) 
GENERAL SERVICES ADMINISTRATION 
EMERGENCY PROCUREMENT SERVICE 


Washington 25, D: C. 


MATERIAL PURCHASE SPECIFICATIONS 


MICA—MUSCOVITE BLOCK, STAINED A/B AND BETTER 
1. Description 


This spe.ification covers muscovite block mica for use principally in electronic 
equipment. 


2. Physical requirements 


All muscovite block mica purchased under this specification shall conform to the 
applicable requirements for forms of commercial preparation, grade sizes, and 
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visual qualities of American Society for Testing Materials D 351-53T. Non- 
ruby muscovite block mica shall also conform to the requirements for Class C— 
1-BB of A. 8. T. M. D 748-—54T, 

a. Color: Ruby and nonruby muscovite block, Good Stained and Better, are 
acceptable under this specification. Ruby muscovite block only will be accept- 
able below Good Stained. 

b. Form: 

(1) Full-trimmed. 
(2) Half-trimmed (also known as Passada)—acceptable only for ruby 
in qualities lower than Good Stained, 

«. Grade Sze: 

(1) Over Over Extra Extra Special 
(2) Over Extra Extra Special 
(3) Extra Extra Special 
(4) Extra Special 
(5) Special 
(6) No.1 
(7) No.2 
(8) No.3 
(9) No.4 

(10) No.5 

(41) No. 5% 

(12) No.6 

d. Visual Quality : 


ASTM 
V-1 Clear 
V2 . » Clear and: Slightly Stained 
vV-3 Fair Stained 
v4 Good Stained 
V-—5 Stained A 
V-5/6 Stained A/B (Minimum 30% and Maximum 70%B) 


3. Packaging and marking 


a. Packaging: All muscovite block mica shall be packed in wooden boxes con- 
structed to withstand rough handling, shipping, and storage. The inside of 
the boxes shall be paper-lined and shall be smooth and free from projecting 
nails or any rough surfaces that might cause damage to the contents. Mica 
shall be tightly compressed in the boxes to prevent damage from shifting. Boxes 
may be of any size’ usual with the producer, but all boxes in any let shall be of 
the same nominal size and shape. 

Only one quality and grade of ruby mica or nonruby mica shall be packed 
in the same box. 

b. Marking: Each box shall be permanently and legibly marked. The con- 
tractor’s box serial number shall be on one end of the box and the net and gross 
weights shall be on one side. One end and one side of each box shall be free 
of marks. Should shipments be delivered to other than the stockpile inspection 
and coding depots the Government contract number shall also be marked on the 
end of each box. 

Satisfactory identifying documents shall accompany each shipment. 


ExnHrsiT C 


National Stockpile Specification P-32b-R 
4 June 1953 

(Supersedes issue of 

1 July 1948) 


GENERAL SERVICES ADMINISTRATION DMERGENCY PROCUREMENT SERVICE 


WASHINGTON 25, D. C. 


MATERIAL PURCHASE. SPECIFICATIONS 


MICA—-MUSCOVITE, FILM 
1. Deseription 


These specifications cover muscovite film mica suitable for use in electronic 
equipment. 
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2. Physical requirements 


All muscovite film mica purchased under these specifications shall conform. to 
the applicable requirements for grade sizes, thicknesses, and visual qualities 
of American Society for Testing Materials D351—52T, latest revision in effect 
when contract is drawn. Nonruby muscovite film shall also conform. to the 
requirements for Class C-1-BB of A. 8S. T. M. D748-527, latest revision in effect 
when contract is drawn. 

All nruscovite film shall have clean-cut edges and shall be free from cracks, 
holes, scales, and excessive open edges. 

a. Color: Ruby and nonruby muscovite film are acceptable. 

b. Grade Size: ‘ 

(1) No. 4 
(2) No. 5 
(3) No. 5% 
(4) No. 6 
c. Thickness: 
(1) 0.00125 to 0.002 inch 
(2) 0.002 to 0.003 inch 
(3) 0.003 to 0.004 inch 
d. Visual Quality: 
(1) First Quality 
2) Second Quality 
38. Packaging and marketing 

a. Packaging: All muscovite film mica shall be securely wrapped in paper. 
The packages shall be of equal weight, not to exceed five pounds, and tied with 
cord in such a manner as to prevent shifting and damage to the edges of the 
films. 

‘Lhe packages shall be packed in wooden boxes constructed to withstand rough 
handling, shipping, and storage. The inside of the boxes shall be paper-lined 
and shall be smooth and free of projecting nails or any rough surfaces that 
might cause damage to the contents. The packages shall be tightly compressed 
in the boxes to prevent damage from shifting. Boxes may be of any size usual 
with the producer, but all boxes in any lot shall be of the same nominal size and 
shape. 

Only one quality, thickness range, and grade of ruby or nonruby mica shall 
be packed in the same box. 

b. Marking: Each box shall be permanently and legibly marked. The con- 
tractor’s box serial number and description of contents shall be on one end of 
the box and the net and gross weights shall be on one side. One end and one 
side of each box shall be free of marks. Should shipments be delivered to other 
than the stockpile inspection and coding depots the Government contract num- 
ber shall also be marked on the end of each box. 

Satisfactory identifying documents shall accompany each shipment. 


— 


BSD-SM-— 
CoMMOoDITY EXCHANGE CONTRACT 


This contract entered into by and between COMMODITY CREDIT CORPO- 
RATION, a federally incorporated Agency of the United States of America, 
hereinafter called “CCC” and a formed under the laws of the State 
of , hereinafter called ‘‘the contractor.” 

WHITNESSETH : 

That, in consideration of the mutual covenants and agreements herein set 
forth, the parties hereto agree as follows: 


SECTION 1. BASIS OF EXCHANGE 


The contractor shall deliver to CCC industrial diamonds originating in 
friendly foreign countries, in exchange for which CCC shall deliver to the con- 
tractor agricultural commodities, as hereinafter provided. Such industrial dia- 
monds shall be supplied from stock located in the Continental United States 
at the time of execution of this contract. 
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SECTION 2. INDUSTRIAL DIAMONDS 


a. Quantity—The quantity of diamonds to be delivered by the contractor shall 
be such as has a total exchange value of $ subject to a tolerance of one- 
fourth of one percent, at contractor’s option. 

b. Exchange Value—The exchange value per carat of diamonds, hereinafter 
referred to as “material”, delivered as hereinafter provided, shall be the market 
price at the time and place of delivery as determined by the Emergency Procure- 
ment Service of the General Services Administration, Washington 25, D. C., 
hereinafter referred to as “EPS.” 

ce. Specifications——All material shall conform to National Stockpile Spec- 
ification P-19, dated April 1, 1949. 

d. Packing and Marking.—Except as provided in Section 2 g (1), the material 
may be packed in any manner usual with the contractor. Each lot shall be sep- 
arately packed, identified, and classified in the customary manner. 

e. Title and Risk of Loss or Damage.—Title and risk of loss or damage shall 
pass to CCC concurrently with delivery. 

f. Inspection, Evaluation, and Acceptance.—Material shall be available for 
inspection, evaluation, and acceptance by EPS on behalf of CCC beginning im- 
mediately upon the execution of this contract. The contractor’s failure to have 
the material available for inspection at the time EPS undertakes to make such 
inspection shall be deemed to be failure to deliver under the second sentence of 
Section 2 g and under Section 3 b, unless a change of time is granted by CCC. 
Prior to inspection, all material must be classified by the contractor in accord- 
ance with National Stockpile Specification P-19, dated April 1, 1949. EPS shall 
give written notice to the contractor of the acceptance or rejection of such ma- 
terial. Such notice shall bear the date of acceptance or rejection and include 
the total exchange value of material accepted. In the case of reiection, the 
contractor shall pay all inspection and other costs incurred by CCC and shall 
replace the rejected material within sixty (60) days. 

In view of the quantity of material involved, CCC reserves the right to in- 
spect the material at any time within ninety (90) days after the execution of 
this contract. 

g. Delivery.—Delivery of the material shall be made immediately upon com- 
pletion of inspection and acceptance. In case of failure to deliver material at 
the time required CCC shall have the option of conditionally excusing such 
failure to deliver at the time required, or of terminating the contractor’s right 
to make delivery under this contract, any such excusing or termination to be in 
writing. Delivery shall be made free of expense to CCC laid down at desti- 
nation in New York City specified in delivery instruction to be delivered here- 
under. In connection with delivery it shall be the contractor’s responsibility to 
do the following: 

(1) Pack and mark the material in such manner as to afford adequate pro- 
tection against normal transportation hazards, and comply with all packing 
and marking specification of the EPS inspector; and 

(2) Pay and bear all transportation and accessorial charges for delivery. 

h. Documents.—(1) All material delivered shall be accompanied by a listing 
in triplicate, by lot, class and quantity of material being delivered. 

(2) After completion of delivery, the contractor shall furnish to CCC the 
original and five (5) copies of his commercial invoice for material accepted by 
EPS and delivered by the contractor. Such invoice shall be based upon the 
exchange value of material accepted, as determined by EPS and set forth in 
the notice of acceptance issued by EPS to the contractor. The invoice shall 
certify that the material originated in friendly foreign countries (information 
as to friendly and unfriendly foreign countries may be obtained from CCC) and 
shall bear the following certification, signed manually by the contractor: “This 
is to certify that this bill is correct and just and that payment therefor has not 
been received.” 

(3) Documents required under this Section 2 h, shall bear the identification 
appearing in the upper right corner of this page. 

i. Credits—Upon receipt by CCC of the contractor’s commercial invoice and 
of written notice from EPS showing the quantity and total exchange value of 
material accepted by EPS on behalf of CCC, CCC shall credit the contractor’s 
account with such total exchange value and shall so notify the contractor. 
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SECTION 8. LIQUIDATED DAMAGES FOR NONDELIVERY OF MATERIAL 


a. Upon termination by CCC, pursuant to Section 2 or 4, of the contractor’s 
right to make delivery under this contract, the contractor shall pay to CCC as 
liquidated damages and not as a penalty a sum equalling one percent (1%) of 
the exchange value of the undelivered material which this contract requires 
to be delivered. 

b. Payment of liquidated damages shall be waived as to any part of the ma- 
terial which the contractor is prevented from delivering due solely to unforesee- 
able causes beyond the control and without the fault or negligence of the con- 
tractor. Such causes may include but are not restricted to: Act of God or 
of the public enemy or of the Government; fires, floods, epidemics, quarantine 
restrictions, strikes, freight embargoes, and unusually severe weather; and 
defaults of a subcontractor due to any of such causes unless CCC determines 
that the material to be furnished by the subcontractor was obtainable from other 
sources at comparable cost and in sufficient time to permit the contractor to meet 
the contract requirements. The contractor’s obligation to accept delivery of 
agricultural commodities under this contract shall be reduced to the extent 
of the total exchange value of the material not delivered, and with respect to 
which payment of liquidated damages has been waived. Such reductions, how- 
ever, shall not be applied to any quantity of the agricultural commodity for which 
the exchange value has been fixed on or before the third (3d) day following 
the date stated in Section 5¢ (1). 


SECTION 4. PERFORMANCE GUARANTEE ON MATERIAL 


a. Within ten (10) banking days after the signing of this contract, the con- 
tractor shall furnish CCC a certified or cashier’s check, or an irrevocable letter 
of credit, or a performance bond, in favor of and acceptable to CCC, conditioned 
on faithful performance of the contractor’s obligations under Sections 2 and 38, 
in an amount equal to one percent (1%) of the minimum total exchange value 
of the material covered by this contract. 

b. If a letter of credit has been furnished, when material is determined to be 
acceptable hereunder, and properly executed documents covering delivery have 
been received by CCC, CCC shall notify the bank that it is agreeable to a reduc- 
tion in the amount of the letter of credit equal to one percent (1%) of the total 
exchange value of material accepted by EPS and delivered by the contractor, and 
upon fulfillment of the contractor’s obligations under Sections 2 and 3 of this 
contract, CCC shall notify the bank that it is agreeable to cancellation of the 
letter of credit. If a certified or cashier’s check has been furnished, refund of 
such check by CCC to the contractor shall be made at the same rate and on the 
same basis as provided above for reduction of letter of credit; and upon fulfill- 
ment of the contractor’s obligations under Sections 2 and 3 of this contract, CCC 
shall refund any excess of such check over the total amount previously refunded 
to the contractor. If a performance bond has been furnished, CCC shall notify 
the bonding firm when the contractor has fu filled his obligations under Sections 
2 and 3 of this contract. In the event the contractor notifies CCC in writing of 
his inability to deliver any of the material, or any part thereof, CCC shall have 
the right to immediately draw against the letter of credit or to make demand 
under the performance bond on receipt of such notice. 

ec. If the contractor fails to furnish to CCC a certified or cashier’s check, or 
letter of credit, or a performance bond acceptable to CCC, within the time speci- 
fied herein, CCC may elect to terminate the contractor’s right to make further 
deliveries of material under this contract, any such termination to be in writing. 


SECTION 5. AVAILABILITY OF AGRICULTURAL COMMODITIES 


a. Commodity and Quality—The commodity deliverable hereunder shall be 
wheat of such qualities as may be made available for sale by CCC from inven- 
tories acquired through its price support program and as may be designated by 
the contractor. Other agricultural commodities from such inventories, as ap- 
proved by CCC for exchange under this contract, in addition to wheat shall be 
available to the contractor for application against this contract as specified in 
Section 5d. 
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b. Quantity —The quantity of agricultural commodities deliverable hereunder 


shall be such as has a total exchange value of $ . Such quantity shall 
be subject to an overall tolerance of percent ( %), more or less, at the 


contractor’s option. The quantity of agricultural commodities deliverable ‘ere- 
under shall be automatically increased in accordance with the exchange value 
of material accepted by CCC under the terms of this contract. Except 
as provided in Section 3b, the contractor’s obligation with respect to the accept- 
ance of agricultural commodities hereunder shall not he affected by any failure 
of the contractor to deliver the material under this contract. 

c. Erchange Value.—(1) The contractor may snecify anv date, not later tan 

, for CCC to notify him of the exchange value of wheat, f. 0. b. 
ocean vessel. Requests for issuance of notice of exchange value must be re- 
ceived by the Barter and Stockpiling Division, Commodity Stabilization Service, 
U. S. Department of Agriculture, Washington 25, D. C., not later than 4:15 p. m, 
e. s. t., on the market day for which notice of exchange value is requested. 

(2) After the close of the market on the date specified by the contractor, CCC 
shall notify him of such exchange value, which shali be the market price as deter- 
mine? by CCC, basis per sixty (60) Ib. bushel of wheat, in butk, f. 0. b. ocean 
vessel, port at CCC's option less the subsidy in effect at the time of issuance 
of the notice of exchange value. In the event delivery is made “in store,” any 
rednetion in exchange value on account of such delivery shall be determined by 
ccc. The contractor shall not be entitled to obtain a notice of exchange value 
covering a commodity of a class and grade during the period that there is a 
notice of exchange value outstanding under which the contractor may accept the 
same class and grade of such commodity. 

(3) Unless otherwise specified in CCC's notice of exchange value, the con- 
tractor’s acceptance of exchange value, if any, must be filed with the telegranh 
office, or with CCC direct, not later than 5:30 p. m. e. s. t. on the third (3d) 
calendar doy after the date on which CCC’s market price determination, as sbown 
in such notice. is based. The contractor may accent the exchange value of any 
of the commodities listed in such notice for all or any part of the quantity speci- 
fied in the notice of exchange value, or for all or »ny part of the quantity de- 
liverable under this contract if no quantity is specified in the notice of exchange 
value. Unless the notice of exchange value specified otherwise, the contractor 
shall have the option of taking delivery of five percent (5%) more or less than 
the quantity for which he has accepted an exchange value, subject to the overall 
tolerance specified in Section 5 b. 

(4) The sale and exportation of wheat accepted at an exchange valve (nrice) 
based on a net subsidized price as described in Section 5 e (2) hereof may be 
registered under the International Wheat Agreement, if otherwise eligible, but 
shall not be eligible for an export subsidy payment to the exvorter. Prior to 
delivery of wheat under this Contract at such a net subsidized price, and pre- 
ferably within 24 hours but in no case later than 5 calendar days after the date 
of the contractor’s acceptance of exchange value price thereon, the contractor 
shall furnish to CCC a “Notice of Sale” which shall indicate whether his sa'e of 
such commodity is an “eligible IWA Sale” or a ‘“non-TWA Sale’, as these terms 
are defined in footnotes “a” and “h” to Section 4 of CCC Announcement GR-261, 
Revised October 20, 1955, and shall contain all of the sale information prescrihed 
in the Terms and Conditions of the “CCC Wheat and Wheat-Flour Export Pay- 
ment Program (IWA)”, (copies of documents may be obtained from CCC) ex- 
cept that the name of the foreign purchaser, the sales price, and the Import 
License number may he omitted with resnect to non-IWA sales. As to IWA 
sales, the contractor will receive a Confirmation of Eligibility direct from the 
IWA Branch, Grain Division, CSS, and he shall submit Form 1 (Blue) “Decla- 
ration of Sale” in exactly the same manner as under the “CCC Wheat and 
Wheat-Flour Export Payment Program (IWA)” to: 

Chief, IWA Branch, Grain Division, CSS, U. S. Department of Agriculture, 
Washington 25, D. C. 
In the event the contractor fails to furnish such Notice of Sale as required above, 
CCC sball have the right at any time before such Notice of Sale is furnished to 
cancel the narticular transaction involved. 

d. Additional Availability of Agricultural Commodities.—(1) Agricultural 
commodities from inventories acquired through CCC’s price-support program, 
except wheat, approved by CCC for exchange under this Contract, which are 
available for export on a daily quotation basis, other than sales involving foreign 
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currency, shall also be available to the contractor under the terms and condi- 
tions of this Contract, including Section 5 ¢ except. that the exchange value shall 
‘not'be based on a net subsidized price as described in Section 5 ¢ (2) but on the 
market price as determined by CCC except that whenever there is‘a CCC export- 
subsidy program or other special export sales program in effect on a commodity 
at the time the contractor requests a notice of exchange value for such com- 
modity, and exportation pursuant to this Contract will meet the appropriate 
requirements of such program as determined by CCC, CCC shall, upon the con- 
tractor’s request for issuance of notice of exchange value pursuant to Section 
5 ¢, issue notices of exchange value based on the net subsidized price, which 
shall be the market price less the applicable subsidy, if any, in effect at the time 
of issuance of the notice of exchange value. The sale or exportation of any 
commodity accepted by the contractor at an exchange value based on such net 
subsidized price quoted under this subsection d (1) shall not be eligible for an 
export subsidy payment. 

In the case of any commodity, except wheat, accepted under this agreement at 
a net subsidized price, the contractor shall furnish to CCC such documentation 
regarding the sale of the commodity as CCC may require. 

(2) Agricultural commodities from inventories acquired through CCC’s price- 
support program approved by CCC for exchange under this Contract, which are 
available for sale for export at fixed prices, or on a competitive offer basis, or 
on a negotiated basis, other than sales involving foreign currency, shall also be 
available to the contractor, through CCC in Washington or through any CSS 
Commodity Office, for application against his obligation to accept agricultural 
commodities under this Contract: Provided, That he notifies CCC in Washington, 
and the CSS Commodity Office if the sale is made through such an office, in writ- 
ing and not later than the time of sale, that the commodity so acquired is to be 
applied against this Contract. Such sales must be completed on or before 5: 30 
p. m., e. s. t., of the final date for which the contractor may request a notice of 
exchange value as specified in Section 5 ¢ (1). Purchase of such commodities 
by the contractor shall be subject to the terms and conditions which apply to 
such sales: Provided, That the contractor, in lieu of payment as required under 
the terms of such sales, described in this Section 5 d (2), may satisfy his obli- 
gation to CCC in accordance with Section 8 hereof. The sale or exportation of 
any commodities so acquired by the contractor on a net subsidized price basis 
shall not be eligible for an export subsidy payment to the exporter and any 
subsidy payable to the contractor in connection with the sale or exportation of 
commodities so acquired shall be received by the contractor in such commodity 
and not in dollars; and the terms and conditions of this contract shall apply 
to such acquisitions except that notices of exchange values provided for in 
Section 5 ¢ (2) will not be issued regarding such acquisitions from CSS Com- 
modity Offices. 

(3) The contractor may at any time on or before 5:30 p. m., e. s. t., of the 
final date for which he may request a notice of exchange value, as specified 
in Section 5 ¢ (1), acquire against this contract directly from a CSS Commodity 
Office, any commodities, from inventories acquired through CCC’s price support 
program, approved by CCC for exchange under this Contract which are avail- 
able for export on a daily quotation basis, other than sales involving foreign 
currency, by accepting the price quoted to him within the time specified by 
the Commodity Office: Provided, That the contractor notifies the CSS Commodity 
Office involved and CCC in Washington, in writing, at the time of such sale that 
the commodity so acquired is to be anplied against this contract. The sale or 
exportation of any commodities so acquired by the contractor on a net sub- 
sidized price basis shall not be eligible for an export subsidy payment to the 
exporter and any subsidy payable to the contractor in connection with the sale 
or exportation of commodities so acquired shall be received by the contractor 
in such commodity and not in dollars; and the terms and conditions of this con- 
tract shall apply to such acquisitions except that notices of exchange values 
provided for in Section 5 c (2) will not be issued regarding such acquisitions 
from CSS Commodity Offices. If the price quoted to the contractor is a “net 
subsidized price” as such term is used in Section 5 ¢ (2) regarding wheat or 
in Section 5 d (1) regarding other commodities, the exportation of the com- 
modity purchased also must meet the appropriate requirements, as designated 
by CCC, of the export program pursuant to which such price was auoted: 
Provided, That the price of wheat so acquired for application against this con- 
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tract directly from a CSS Commodity Office shall be based on the market price 
on the date of sale, as determined by CCC, less the applicable export subsidy 
in effect on the date of sale by CCC to the contractor. Wheat so acquired may 
be eligible for recording under the International Wheat Agreement in accord- 
ance with the applicable requirements for registration set forth in Section 
5 ce (4). 

The sales price of a commodity purchased as provided in (2) and (3) abeve, 
shail be deemed to the “exchange value” of such commodity for purposes of 
this contract. 

e. Automatic Firation—If at 5:30 p. m., e. s. t., on the third day following 
the final date stated in Section 5 e (1) for which the contractor may request a 
notice of exchange value. the exchange value of a balance of agricultural com- 
modities remains to be fixed, the contractor shall be oblizated to accent such 
balance in No. 2 hard winter wheat: Provided, That, to the extent CCC deter- 
mines that it does not have No. 2 hard winter wheat available in its inventory 
for delivery under this contract. the contractor shall be obligated to accept such 
balance in No. 1 hard winter wheat. The exchange value of any such wheat 
shall be the market price, as determined by CCC, in effect on the first market 
day following the day described above, in bulk, f. 0. b. ocean vessel, at ports of 
delivery determined by CCC, or at such other port as may be agreed upon by 
CCC and the contractor, less the applicable subsidy, if any, in effect at the time 
such exchange value is fixed. 


SECTION 6. DELIVERY OF AGRICULTURAL COMMODITIES 


a. Delivery Instructions.—The contractor shall furn‘sh CCC with delivery 
instructions, in writing, calling for delivery f. 0. b. ocean vessel or “in store”, 
covering the commodity or commodit’es for which an exchange value has been 
fixed. However, whether delivery shall be made “in store” and the terminal 
point at which delivery “in store” is made, shall be at CCC’s option, and the 
eontractor shall obtain approval of CCC prior to issuing of “in store” delivery 
instructions. The contractor shall have the option of taking delivery of five 
percent (5%) more or less than the quantity specified in a delivery instruction, 
subject to the over-all tolerance specified in Section 5 b. The quantity covered 
by an individual delivery instruction calling for f. 0. b. vessel delivery shall not 
exceed one (1) cargo and the vessel shal be named in the instruction. Unon 
receipt of such delivery instruction calling for delivery f. 0. b. vessel, CCC shall 
promptly notify the conractor of the time and port at which such delivery will 
be made. The contractor shall not without the consent of CCC, furnish delivery 
instructions calling for delivery f. o. b. vessel earlier than fifteen (15) days 
after issuance of such instructions. If CCC cannot make delivery within the 
time specified in the delivery instructions, it shall notify the contractor of the 
time required to make delivery; in such event, CCC shall not be liab'e for any 
damages resulting from delay in delivery. CCC agrees, however, to make delivery 
as promptly as possible. 

b. Delivery.—Unless otherwise specified by CCC regarding commodities other 
than grain, delivery f. 0. b. ocean vessel shall be delivery, in bulk, at discharge 
end of loading spout. CCC shall not be responsible for stowing and trimming 
aboard the vessel. Delivery “in store” shall be made by transferring to the con- 
tractor terminal warehouse receipts calling for the quantity and quality of the 
commodity to be delivered. Delivery of a quality other than that for which an 
exchange value has been fixed may be made upon request by the contractor, such 
substitution and the adjustment to be made in exchange value to be at CCC’s 
option. Notwithstanding any other provision hereof, the quantity of commodi- 
ties delivered shall not have an exchange value greater than the total exchange 
value credited to the contractor’s account pursuant to Section 2, plus the avail- 
able amount of any applicable letter of credit or certified or cashier’s check fur- 
nished to CCC pursuant to Section 8. 

(1) Whenever the vessel fails to lift the minimum quantity of agricultural com- 
modities covered by a delivery instruction, the contractor shall furnish CCO, 
within seven (7) calendar days after the vessel completes loading, supplementary 
delivery instructions covering at least the difference between the quantity lifted 
and the minimum quantity covered by the original instructions. If the contractor 
fails to furnish such supplementary delivery instruction, calling for delivery 
f. o. b. vessel or “in store,’ within seven (7) calendar days, CCC shall have the 
right to: (a) deliver such difference “in store” at the same or any other port, at 
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CCC’s option; or (b) if such seven (7) calendar day period expires on or before 
the date stated in Section 5 ¢ (1), reduce by such difference the quantity of the 
commodity which CCC is obligated to deliver under the applicable price fixation ; 
or (c) if such seven (7) calendar day period expires after such date, reduce the 
quantity of agricultural commodities CCC is obligated to deliver under this con- 
tract by a quantity having an exchange value equal to the exchange value of such 
difference. 

(2) This paragraph (2) shall apply notwithstanding anything to the contrary 
in (1) above. If the minimum quantity of agricultural commodities which the 
contractor is obligated to accept hereunder has been delivered as of 5:30 p. m., 
e. s. t., on the thirtieth (30th) day following the last day described in Section 
5 e, no further deliveries, other than to vessel then loading, shall be made. If 
such minimum quantity has not been delivered as of 5:30 p. m., e. s. t., on such 
day, or cannot be delivered to vessel then loading, the contractor’s right to fur- 
ther deliveries of agricultural commodities hereunder shall be deemed termi- 
nated ; CCC, however, shall have the option to deliver the balance of such mini- 
mum quantity “in store” at port(s) designated by CCC, or to reduce the quan- 
tity of agricultural commodities which it is obligated to deliver hereunder by a 
quantity having an exchange value equal to the exchange value of such balance. 

c. Determination of Weight and Quality.—(1) In the case of delivery f. 0. b. 
ocean vessel, the weight of agricultural commodities shall be determined by a 
licensed weighmaster at the port and time of delivery. Such determination shall 
be final. CCC shall furnish the contractor six (6) copies of each weight certifi- 
eate. In the case of grain, grade shall be determined at the port and time of 
delivery, by an inspector licensed under the U. 8S. Grain Standards Act in accord- 
ance with the official Grain Standards of the United States. The grade and 
quality of other agricultural commodities shall be determined in accordance with 
standard commercial practice. Such determinations shall be final. In case of 
delivery “in store,” delivery to the contractor of negotiable warehouse receipts 
calling for the commodity in the quantity, grade, and quality required, shall 
satisfy the obligation of CCC to make.delivery hereunder. 

(2) Promptly after any commodity acquired from CCC pursuant to this con- 
tract has been loaded aboard vessel, the contractor shall transmit one (1) 
copy of each weight certificate and of each inspection certificate pertaining thereto 
to CCC in Washington as specified in Section 14. Such copies shall be trans- 
mitted with the on-board-ship bill of lading copy specified in Section 9 b (1). 

d. Title and Risk of Loss or Damage.—Title and risk of loss or damage to agri- 
cultural commodities shall pass to the contractor concurrently with delivery. 


SECTION 7. WAREHOUSE CHARGES 


For any quantity of an agricultural commodity accepted by the contractor pur- 
suant to Section 5 ¢,5d (1) and (3), or 5 e which remains in storage at the expi- 
ration of thirty (30) calendar days after the exchange value of such quantity 
was fixed, the contractor shall reimburse CCC for warehouse charges, at the 
rate of one-twentieth cent ($0.0005) per bushel per day for wheat, corn, grain 
sorghums, barley, or rye and at the rate of one-thirtieth cent per bushel per day 
for oats, for each day after such thirty (30) calendar days that such quantity 
remains in storage, and at such rate as CCC shall specify for other commodities, 
unless the reason for such quantity remaining in storage was CCC’s failure to 
deliver in accordance with delivery instructions. In the case of agricultural 
eommodities purchased by the contractor at a fixed price, on a competitive offer 
basis, or on a negotiated basis, the free storage period and warehouse charges 
shall be as provided under the terms of such transactions. 


SECTION 8. FINANCIAL COVERAGE FOR AGRICULTURAL COMMODITIES 


a. In the event the contractor desires delivery of agricultural commodities 
having an exchange value in excess of the amount credited to the contractor’s 
account pursuant to Section 2, the contractor shall furnish to CCC, not later than 
five (5) banking days prior to the date specified for delivery of such commodities, 
a letter of credit in favor of and acceptable to CCC, or a certified or cashier’s check 
payable to CCC, in the amount of excess. CCC shall not draw against such letter 
of credit unless the contractor is in default with respect to delivery of material: 
Provided, That, if the contractor notifies CCC in writing prior to such default of 
his inability to deliver the material, or any part thereof, CCC shall haye the 
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right to draw against any such letter of credit immediately upon receipt of such 
notice. Promptly after delivery and acceptance of material, and the crediting of 
the contracter’s account pursuant to Section 2, CCC shall notify the bank that 
it is agreeable to a corresponding reduction of the letter of credit. If a certified 
or cashier’s check has been furnished, CCC shall make refund to the contractor 
on the same basis as is applicable to reduction of a letter of credit. 

b. Whenever there are any accrued warehouse charges due on a commodity at 
the time specified for delivery, the contractor shall furnish to CCC, prior to such 
delivery, a letter of credit or a certified or cashier’s check in an amount equal 
te such warehouse charges computed by CCC pursuant to Section 7 hereof. 

c. In the event the contractor desires delivery “in store” of any agricultural 
commodity deliverable hereunder, CCC may require, prior to such delivery, a 
bond, or other security acceptable to CCC, in an amount determined by CCC on 
the basis of the provisions of Section 9 d and the quantity of the commodity 
involved, conditioned on faithful performance of the contractor's obligations 
under Section 9. 


SECTION 9. EXPORT REQUIREMENTS 


a. (1) Within sixty (60) days after delivery of a commodity by CCC the con- 
tractor shall export, or cause to. be exported,.such commodity te friendly foreign 
countries (information as to friendly and unfriendly foreign countries may be 
obtained from CCC) ; and shall take all necessary precautions to prevent reentry 
of the commodity into the United States or any of its territories or possessions. 
If CCC determines that the contractor or any subsequent buyer is delayed in 
exporting the commodity delivered hereunder by causes beyond his control, CCC 
shall grant such extension of time as it deems necessary for the contractor to 
export such commodity or cause such commodity to be exported. 

(2) In the case of delivery f. 0. b. ocean vessel by CCC, the commodity so 
exported shall be the identical commodity loaded on board the vessel by CCC. 
In the case of “in store” delivery by CCC, the commodity so exported shall be 
the identical commodity loaded out upon presentation to the warehouseman of 
the warehouse receipt transferred to the contractor by CCC. 

(3) The contractor warrants that he will not export any agricultural com- 
modity delivered hereunder to any unfriendly foreign country. The contractor 
agrees to insert or cause to be inserted in the contract with the foreign im- 
porter of such commodity (a) a representation that the purchase or impertation 
of the commodity is not being made for the purpose of resale or transshipment, 
or to increase the availability of such or like commodities, to such a country, 
and (b) an agreement that the foreign importer will not, as a result of the 
purchase or importation, resell or transship the commodity, or increase the 
availability of such or like commodities, to such a country. 

(4) The contractor warrants that neither he nor any other person or firm 
which exports or sells for export the agricultural commodities acquired here- 
under will accept in payment for such agricultural commodities funds made 
available by the United States Government, or any agency thereof, expressly 
for the purchase of agricultural commodities produced in the United States, 
or funds made available as the result of the financing by the United States 
Government, or any agency thereof, of sales of agricultural commodities for 
foreign currency. In the event that any such funds are accepted by any such 
parties in payment for agricultural commodities exported hereunder, such 
commodities shall not be considered as exported under this contract, and the 
eontractor shall pay to CCC a price adjustment on such commodities in the 
amount determined in accordance with Section 9d. 

b. (1) Promptly after any commodity acquired from CCC pursuant to this 
contract has been loaded aboard vessel, the contractor shall transmit one (1) 
copy of the on-board-ship bill of lading pertaining thereto to CCC in Washington 
as specified in Section 14.. Such copy shall be certified by the contractor, and 
the shipper if other than the contractor, as true and correct and shall show 
the net weight of the commodity loaded, the date and place of loading, the name 
of the vessel, and the name and address of the consignee. Such copy shall be 
transmitted with the weight and inspection certificate copies specified in Sec- 
tion 6c (2). 

(2) The contractor shall, within thirty (30) days after exporting the com- 
modity or causing the commodity to be exported, furnish proof of exportation 
to the CSS Commodity office serving the area in which delivery of the com- 
modity was made by CCC. Proof of exportation shall consist of a copy of the 
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on-board-ship bill of lading; certified by the contractor, and ‘the shipper if 
other than the contractor, as true and correct and as representing the commodity 
acquired from CCC, and showing the net weight of the commodity, the date and 
place of loading, name of vessel and name and address of the consignee, together 
with the certification of the shipowner or his agent that the commodity de- 
scribed therein was actually loaded on vessel. 

c. If, between the time of delivery by CCC and the time of sailing of the 
vessel aboard which the commodity was loaded or was to be loaded, the con- 
tractor 1s prevented by acts of the United States Government from exporting 
any portion of the commodity to a country to which the commodity was sold at 
a time when such exportation was permissible, the contractor may so notify 
CCC, such notification to be in writing, within seventy (70) days after delivery 
by. CCC and may return to CCC any such commodity. The contractor’s obliga- 
tion to accept agricultural commodities under this contract shall be reduced to 
the extent of the total exchange value of agricultural commodities which he 
is so prevented from exporting. If the commodity has been loaded aboard 
vessel, CCC shall remove the commodity from the vessel and bear the exnense 
of such removal and returning the commodity to storage. Title and risk of loss 
and damage to such commodity shall revert to CCC at the time the contractor’s 
notice to CCC that he intends to return such commodity to CCC under this Sec- 
tion 9 is postmarked or filed with the telegraph office, or received in the office of 
CCC in Washington, if transmitted in other manner. Any loss, damage, or dete- 
rioration occurring prior to such notice shall be for the account of the contractor. 

d. In the event the contractor or a subsequent buyer fails to export the com- 
modity to a foreign country, or area other than those referred to in Section 9 
a (3), within the time specified in paragraph a (1) above, except when the 
commodity is returned to CCC as provided in paragraph ¢c above, or in the event 
the commodity is so'exported but is subsequently reentered into the United States 
or any of its territories or possessions, whether or not such reentry is caused by 
the contractor, the contractor shall pay to CCC any amount by which the ex- 
change value of such commodity is exceeded by the greater of (1) CCC’s statu- 
tory minimum sales price for unrestricted use in effect on the date of delivery 
of such commodity as determined by CCC, or (2) the sales price announced by 
CCC for sale of such commodity for unrestricted use in effect on the date of 
delivery of such commodity hereunder, or, if no such sales price has been an- 
nounced, the market price of such commodity on said date as determined by 
CCC. Such amount shall be paid by the contractor to CCC promptly on demand: 
Provided, however, That payment of such amount shall not be required as to 
any part of the commodity which the Executive Vice President of CCC or his 
designated representative finds was not exported because of its loss or destruc- 
tion, or because it is damaged.or deteriorated and is in such condition that its 
entry into domestic market channels would not impair CCC’s price support 
operations, 


SECTION 10. AMENDMENT OF CONTRACT TO GIVE EFFECT TO MORE FAVORABLE POLICIES 


If subsequent to the execution of this contract, CCC adopts general policies 
which it determines to be more favorable to commodity exchange contractors 
regarding (a) the pricing policy with respect to agricultural commodities, (b) 
the provisions of Section 9 a (3) (clause based on Section 304, Public Law 480, 
83d Congress), (¢c) any provision relating to the use of United States-flag com- 
mercial vessels or (d) any provision relating to.restrictive charter clauses, and 
enters into subsequent barter contracts pursuant to such policies, CCC agrees, 
upen. written request, to amend this contract to give effect to such policies with 
respect to acts remaining to be performed by the contractor on the date of any 
such amendment. Nothing contained in this Section 10, shall be construed to 
require CCC to amend this contract unless the’ policies and provisions given 
effect in such subsequent barter contracts represent changes in general policies, 
nor to affect an exchange value accepted by the contractor. Nor shall this con- 
tract be construed to require an amendment because of a policy change resulting 
a a statutory provision hereinafter enacted which is prospective in effect 
only. 


SECYION 11. ASSIGNMENT 
The contractor shall not assign this contract or any claim hereunder, or his 


rights to any amounts payable or commodities deliverable under this eontract, 
in whole or in part, except in accordance with the requirements set out herein. 
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The contractor may, subject to recognition and approval by CCC, assign his 
rights to amounts payable and to commodities deliverable hereunder (subject 
to offset by CCC of any amounts owned to it by the contractor under this con- 
tract) if such assignment is made for the benefit of any bank, trust company, other 
financial institution, or business concern which is a regular dealer in agricultural 
commodities which has advanced funds to the contractor for the performance of 
this eontract : Provided, however, That, with the exception of reduction of letters 
of credit and refunds provided for unaer Sections 4 and 8, any payment by CCC 
to the contractor or his assignee for material delivered and accepted shall be 
made only where the total exchange value of such deliveries exceeds the greater of 
(a) the total exchange value of agricultural commodities which the contractor 
is required to accept under this contract, or (b) the total exchange value °f agri- 
cultural commodities which the contractor has accepted under this contract. 

In the event of any such assignment, the contractor shall file with CCC a 
written notice of assignment together with a signed copy of the instrument of 
assignment. Such assignment shall be binding on CCC unless CCC notifies the 
assignee to the contrary by wire filed with the telegraph office not later than 
five (5) calendar days after receipt of the assignment instrument by the Treasurer 
of CCC. Failure of CCC to so notify the.assignee shall constitute recognition 
and approval of the assignment. A provision to the effect that the assignment 
is subject to recognition and approval by CCC shall be included in the body 
of the instrument of assignment. 

Recognition of and approval by CCC of any such assignment shall not con- 
stitute a novation or waiver, and shall not in any way relieve the contractor of any 
obligations or responsibilities under this contract. 


SECTION 12, SETTLEMENT 


The contractor shall pay to CCC any amount by which the total exchange value 
of agricultural commodities delivered by CCC, and not returned to and accepted 
by CCC in accordance with Section 9, exceeds the total exchange value of the 
material accepted. CCC shall pay to the contractor any amount by which the 
total exchange value of the material accepted exceeds the greater of (a) the total 
exchange value of agricultural commodities which the contractor is required to 
accept under the provisions of this contract, or (b) the total exchange value of 
agricultural commodities which the contractor has accepted under the provisions 
of the contract. 


SECTION 13. CONTINGENT FEES 


The contractor warrants that he has not employed any person to solicit or 
secure this contract upon any agreement for a commission, percentage, brokerage, 
or contingent fee and that no such consideration or payment has been or will 
be made. Breach of this warranty shall give CCC the right to annul the contract, 
or in its discretion, to deduct from the contract consideration the amount of such 
commission, percentage, brokerage, or contingent fees. This warranty shall not 
apply to commissions payable by the contractor upon contracts or sales secured 
or made through bona fide established commercial or selling agencies main- 
tained by the contractor for the purpose of securing: business. 


SECTION 14, COMMUNICATIONS 


Unless otherwise specified herein, any written requests, acceptances, notifica- 
tions, instructions, or communications with respect to this contract by the con- 
tractor to CCC in Washington shall be addressed to the Barter and Stockpiling 
Division, Commodity Stabilization Service, U. 8S. Department of Agriculture, 
Washington 25, D.C. Any communication by the contractor with a Commodity 
Stabilization Service Commodity Office shall be addressed to the Director of the 
CSS Commodity Office. All such requests, notifications, acceptances, instructions, 
and communications by the contractor shall bear the identification appearing in 
the upper right corner of this page. 


SECTION 15. OFFICIALS NOT TO BENEFIT 


No member of or delegate to Congress or Resident Commissioner shall be 
admitted to any share of this contract or to any benefit that may arise therefrom, 
but this provision shall not be construed to extend to any benefit arising from 
this contract if accruing to a corporation. 
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SECTION 16. NONDISCRIMINATION IN EMPLOYMENT 


In connection with the performance of work under this contract, the contraetor 
agrees not to discriminate against any employee or applicant for employment 
because of race, religion, color, or national origin. The aforesaid provision shall 
include, but not be limited to, the following: Employment, upgrading, demotion, 
or transfer; recruitment or recruitment advertising; layoff or termination; rates 
of pay or other forms of compensation; and selection for training, including 
apprenticeship. The contractor agrees to post hereafter in conspicuous places, 
available for employees and applicants for employment, notices to be provided 
by the contracting officer setting forth the provisions of the nondiscrimination 
clause. 

The contractor further agrees to insert the foregoing provision in all sub- 
contracts hereunder, except subcontracts for standard commercial supplies or 
raw materials. This Section shall not apply to the performance of work outside 
the United States, its territories and possessions where no recruitment of workers 
within the limits of the United States, its territories or possessions is involved. 

In witness whereof CCC and the contractor have caused this contract to be 
executed by their duly authorized representatives. 


ComMMopITy CREDIT CORPORATION 


DN asics dae es teden hates sieeeente come aceotientesaenacncei DO aco ck ccoseein techy ti tccedestcteenencinae D am 
Title: Executive Vice President____- ebmmieee felt h el Ski Fee aly 
hi Ss ii eS i eed ie Date 





Industrial diamonds accepted by Commodity Credit Corporation as result of 
Apr. 17, 1955, telegram 





BSD-SM | Estimated 
Contractor . No. value of 
stones 
| 

Anco Industrial Diamond Corp., 501 5th Ave., New York City_........__-_- 55-80 $473, 696. 00 
Censor Bros. & Rosenblum, 71 West 47th §t., New York City_........._._-- 55-81 225. 764. 93 
Freed Industrial Diamond Corp., 535 5th Ave., New York City___._......-- | 55-82 258, 182. 76 
Frisch Industrial Diamond Corp., 6 East 45th St., New York City_________- | 55-83 1, 400, 000. 00 
International Bartering Co., 52 Browdway, New York City_..._.__......__-- 55-84 | 5, 997. 538. 51 
Meade Industrial Diamond Corp., 6 East 45th ©t., New York City __..____- 55-85 | 3, 910, 000. 00 
North American Continental Co., Inc., 202 Produce Exchange, New York | 

COUR CU ne eI CID i is bo cen dinge -ucntcscnevonb ous 55-86 349, 975. 00 
North American Continental Co., Inc., 202 Produce Exchange, New York 

ne ee aha Si, ED EE 706 dae nn ia foe w nase sdasswancnneaWcene 55-87 309, 000. 00 
Rouga Diamond Co., Inc., 630 5th Ave., New York City......_...._._-_-__- 55-88 | 1, 550, 000. 00 
Leon Tempelsman & fon, 551 5th Ave., New EE ota awn cn cad ace 55-89 | 7,093, 000. 00 
U. S. Industrial Diarrond Corp., 589 5th Ave., New York City_..........- 55-90 | 1, 587,000.00 
Van Itallie Corp., 70 West 40th St., I I i a a et 55-91 259, 000. 00 
Michwel 4 erliver. Inc., 2 West 46th &t., New York Citv_......____.______-- 55-92 400, 000. 00 
Anco Diamond Corp., 501 §th Ave., New York, N. Y....-------- £6-49 754, 452. 00 
Censor Rosenblum, 36 Wet 47th St., New York, N, Y__-...---.--- 56. 50 993, 218. 00 
Freed Industrial Diamond Corp., “35 5th Ave., New York, yy idedeckieduds 56-51 87 }, 000. 00 
International Bartering Co., 52 Broadway, New yuk ei ee 5i-52 | 9,091, 766.00 
Lieber & Solow, Inc., 20 West 434 St., New York, N Wee eet £6-53 321, 625. 00 
Meade Industrial Diamonds, 6 East 45th ‘ t., New York, Wh Wn 5cs cea ie 4505 56-54 | 4,087, 500. 00 
North American Continental Co, (General Diamond), 202 Produce Ex- 

a ES oe eR ae Teresa > 718 ie a eee 56-55 519, 806. 00 


North American Geatinantal Co. (Parser), “202 Produce ‘Exchange, ae 
York City......... -| 


Rough Diamond Co., 639 *th Ave 


e., New yok, N. Y 
Anton Smit & Co., lil 8th Ave., New York, N 












Leon Tempelsman & Son, 551 5th Ave., New York, N. ¥ £6-"9 | 6,020, £00. 00 
Van Itallie Corp., 70 West 40th St.. New York, N. —: £6-60 502, 740. 00 
Michael Werdiger, Inc., 2 West 4*th st., New York, N. Y- £6-61 600, 900. 00 
Harry Winston, 7 East 5ist St., New York, N. Y-_--..------ £6-62 203, 000. 00 

Wiha setady wa dlat pawaligon sop do su“ 4 6). .seraa 50, 076, 388. 20 


Mr. Muurer. Thank you, gentlemen. I think that will be all then. 

Now, the next witness should be Mr, Franklin Floete, Administra- 
tor of the General Services Administration. 

Mr. Weaver. Mr. Chairman, my name is E. H. Weaver. I am 
Commissioner of the Emergency Procurement Service for Mr. Floete. 
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I have with me several gentlemen from our office to help me testify 
on what you want. 

Mr. Mutrer. We are very happy to have you here. These gentlemen 
you have with you can join you at the table. 

Mr. Weaver. Yes, sir. 

Mr. Muvrer. May we have an explanation as to why Mr. Floete 
is not here? The invitation was addressed to him, and the answer 
was that he would be here. 

Mr. Weaver. I do not know about that, except that he might have 
been detained. I was instructed to come here. 

May I introduce these gentlemen now ? 

Mr. Murer. Yes; if you will, please. 

Mr. Weaver. Mr. Edwin L. Kurzius, of the Office of the General 
Counsel. 

Mr. Kurztus. How do you do, sir? 

Mr. Weaver. Mr. George W. Casto, director of our diamond and 
rubber program; and Mr. Thomas W. Wilder, director of our supply, 
research, and development program. 


STATEMENT OF E. H. WEAVER, COMMISSIONER, EMERGENCY 
PROCUREMENT SERVICE, GENERAL SERVICES ADMINISTRATION, 
ACCOMPANIED BY EDWIN L. KURZIUS, OFFICE OF THE GENERAL 
COUNSEL; GEORGE W. CASTO, DIRECTOR, DIAMOND AND RUB- 
BER PROGRAM, GENERAL SERVICES ADMINISRATION; AND 
THOMAS W. WILDER, DIRECTOR, SUPPLY RESEARCH AND DEVEL- 
OPMENT PROGRAM, GENERAL SERVICES ADMINISTRATION 


Mr. Mutrer. I think you gentlemen know the purpose of this 
hearing. 

Do any of you wish to make a preliminary statement? 

Mr. Weaver. No, sir. 

Mr. Muurer. Will you tell us when the General Services Admin- 
istration first got into this barter program ? 

Mr. Weaver. Mr. Kurzius, would you like to give that? 

Mr. Kurztvs. I will try to answer the question partially, at least. 

I know that we have been in the barter program and pasticlpated 
in the program with CCC after the passage of Public Law 480 of the 
83d Congress. Now, I believe Mr. Casto can tell us whether we have 
participated in barter transactions with CCC prior to that time. 

Mr. Castro. The first transactions that I have a recollection of, Mr. 
Chairman, were in 1950. 

Mr. Mutter. What commodities did it involve? 

Mr. Casto. Pardon? 

Mr. Mutter. What commodities did it involve ? 

Mr. Casto. Diamonds. 

Mr. Moutrer. Can any of you gentlemen tell us whether or not the 
General Services Administration participated in barter programs in 
anything other than diamonds? 

Mr. Weaver. Mr. Wilder? 

Mr. Wiper. I would have to check the record on that, Mr. Chair- 
man, since it runs back that far. 
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Mr. Mouurer. I would appreciate it if you would and advise us 
accordingly. 

Mr. Wivper. Yes, sir. 

Mr. Murer. Will you outline generally the manner in which you 
‘arried on the barter program involving diamonds ? 

Mr. Weaver. Mr. Casto? 

Mr. Casto, Back in 1950, we were purchasing diamonds under di- 
rective from our claimant agency for doitare, and in an effort to assist 
the Department of Agriculture in disposing of surplus agricultural 
commodities, we entered into a number of barter transactions whereby 
we took the diamonds for the national stockpile; the contractor on the 
two-way transaction took the wheat; and we reimbursed the Depart- 
ment of Agriculture in the fair market value of the diamonds. 

Mr. Murer. Who determined the fair market value of the dia- 
monds ? 

Mr. Casto. We did; General Services Administration. We did then 
and we do today. 

Mr. Moutrer. Just how do you arrive at that value ? 

Mr. Castro. It would depend upon the quality of the particular goods 
offered. First of all, the Department of Agriculture includes in 
each contract that they write a clause to the effect that any strategic 
and critical material bartered shall meet the applicable national 
stockpile specification. In the particular instance of diamonds, each 
one of the diamond dealers is thoroughly familiar with that speci- 
fication, with the classification, and end uses that we have within the 
specification. ; 

If goods would be offered, we would look at the goods and assign a 
value to it. 

In the early days, in 1950, if a contractor offered an assortment 
of diamonds to us, we would assign a value to those diamonds prior to 
the execution of a contract. 


Now, the contractor then could enter into a contraet or refuse to 
enter into a contract. 

Once a barter transaction or barter contract has been signed, the 
contractor is obligated to deliver to the Department of Agriculture 
diamonds having a value of X dollars as specified in that contract, 
in return for which he is going to take a surplus agricultural product 
having X dollar value. 

When we look at his diamonds, we will assign a value to those goods, 
and in the event that he does not have diamonds that meet the specifi- 
cations or that equal the value of the transaction, he would have to 
furnish diamonds that did or we would reject, and his total contract 
value would be decreased by the amount of the rejection. 

Mr. Murer. When you use the word “we,” whom do you mean 
by that? 

Mr. Casto. General Services Administration. 

Mr. Mvutter. Who in the Administration ? 

Mr. Casto. W. LeCoste Neilson is the consultant for the Govern- 
ment insofar as the evaluation, inspection, and acceptance of diamonds 
are concerned. 

Mr. Mutter. And is his appraisal the appraisal that determines the 
value to be placed upon the diamonds ? 

Mr. Casto. That is correct. 


83183—56——9 
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Mr. Morrer. And that has been the rule since 1950? 

Mr. Casto. That is correct. 

Mr. Moutrer. Or not the rule, but the practice. 

Mr. Casto. The practice. 

Mr. Mutter. How was he picked ? 

Mr. Casto. He was originally selected back in 1941 by the Secretary 
of the Treasury, since the Procurement Division then was in charge 
of stockpiling pursuant to the then existing legislation, Public Law 
117, and the Secretary of the Treasury engaged his services as a 
consultant. 

Mr. Muurer. What was the fee arrangement that was made with 
him ? 

Mr. Casto. The fee arrangement originally was $25 a day. 

Mr. Murer. And then did there come a time when he went on the 
payroll of the General Services Administration ? 

Mr. Casto. No. He isstill paid on a per diem basis. 

Mr. Mutrer. The same rate? 

Mr. Casto. No. I think the present rate is $45 per day. 

Mr. Muvrer. Was there any limitation on the number of days that 
he could be employed for? 

Mr. Casto. Originally, no, there was not. 

Mr. Mutter. What was ‘the maximum number of days that he 
was employed in any one year prior to the limitation being placed 
upon him ? 

Mr. Casro. I would guess that it probably would be around 225 
days. That would be the maximum time in any one year. 

Mr. Mutrer. What is the maximum placed upon it by the limi- 
tation ? 

Mr. Casto. 130 days. 

Mr. Muurer. And since that time, has he been putting in 130 days 
a year? 

Mr. Casto. That is correct. That is, not since that time. In April 
of 1952, we ceased purchasing diamonds for dollars, having obtained 
the minimum stockpile objective. We were not active again in the 
purchase of diamonds until such time as the Commodity Credit 
Corporation came into the picture under Public Law 480, 

Mr. Mutrer. And when was that? 

Mr. Casto. 1954. 

Mr. Mutter. Can you give us the figure of the total amount, dollar- 
wise, of diamonds acquired by General Services Administration up 
to 1954? 

Mr. Casio. I would say that would be a classified figure, sir. 

Mr. Mutrer. Will you furnish it to us for use by committee mem- 
bers only? 

Mr. Casto. Yes, sir. 

Mr. Mvctrer. And has any part of those diamonds been released, 
those acquired prior to 1954? 

Mr. Casto. No, sir. No diamonds have ever been released from the 
stockpile. 

Mr. Motrer. And that is either the strategic stockpile or the sup- 
plemental stockpile? 

Mr. Casto. That is correct. 
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Mr. Muurer. Should,J assume thatthe figure of, the,.aggregate 
amount of diamonds acquired since 1954 is classified ¢ 

Mr. Castro. Yes, sir. { 

Mr. Mutrer. And you will furnish that to us on the same basis? 

Mr. Casto. Yes, sir. 

Mr. Mutrer. I do not know whether my colleagues feel the same 
as I do, but I have a reaction as to a classified figure of the total amount 
of diamonds in the stockpile, as to the figure being classified. Appar- 
ently all the newspapers and trade magazines know what it is. 

Mr. Casto. I have seen a number of articles in the paper, sir, none. 
of which have been right, I don’t mind saying. 

Mr. Muvrer. That reassures us as to the classification of the amount, 

Now, where are the diamond purchases usually consummated ¢ 

Mr. Castro. New York City. 

Mr. Muurer. And all the diamonds are stored in New York City? 

Mr. Casto. I would prefer not to answer that question, but would 
prefer to furnish the information to the committee. 

Mr. Mutter. We will take the information that way. But we have 
in mind that they are in vaults in banks in New York City, which 
would then come to the next question: What custody do you exercise 
over these diamonds? 

Mr. Castro. We exercise such custody over them, sir, that the De- 
partment of Agriculture, who is the principal in the transaction, do 
not have access tothem. We as agent for the Department of Agricul- 
ture have access to the diamonds. 

Mr. Mutter. Does that apply'both to the supplemental stockpile 
and the strategic, or to one of them, and if so, which one? 

Mr. Casto. We have kept the diamonds which we have now incor- 

orated into the national stockpile separate and distinct by physical 
loontion of goods that we have acquired as agent for the Department 
of Agriculture. 

Tn answering your question, it would apply to any and all diamonds, 
either in the strategic stockpile, in the national stockpile, or within 
the supplemental stockpile. 

Mr. Motrer. Without stating the amount, have you reached your 
stockpile objective ? 

- Mr. Castro. The minimum stockpile objective has been obtained. 
The long-term stockpile objective has been obtained, and a supple- 
mental stockpile has been created. 

Mr. Muurer. And again without stating the amount, the amount of 
that supplemental stockpile has not yet been ascertained ? 

Mr. Casto. That is a question that would determine on what con- 
stitutes the total supplemental stockpile objective. 

Mr. Motrer. As of July 9, 1956, just 3 days ago, Dr. Flemming 
issued a directive requiring the cupbhass of diamonds, bort, to meet 
minimum or long-term stockpile objectives—that is one of the items 
in his directive—and also for the strategic and supplemental stock- 
pile, among a long list of items, “diamonds, industrial.” 

Mr. Casto. Excuse me, sir.’ I should have stated when we first 
began to talk industrial diamonds that there are two commodities 
within industrial diamonds themselves, each separate and distinct 
from the other. One is the stone used by industry in tools and in 
drilling. The other one is crushing bort used in the manufacture of 
wheels, primarily, for the sharpening of carbon-tungsten tools. 
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We have obtained the minimum, the long-term, and have. ac- 
complished that portion of the total supplemental stockpile objective 
that has been authorized by the Office of Defense Mobilization for 
purchase in stones. We have not obtained the minimum long-term 
stockpile objective of crushing bort. 

Mr. Rrentman. I wonder if we might find out, Mr. Chairman, 
whether or not these diamonds are in containers with a Government 
seal on them when they are stored in vaults ? 

Mr. Casto. Yes; they are packaged within individual envelopes 
within sealed, small boxes approximately 6 inches by 3 inches, They 
are then packed within one Jarge box with a Government seal on that 
large box to keep the contents, by contract, intact within that one 
box, so that at any one time we could identify the total contents 
purchased by individual contractor. 

Mr. Mutrer. And those boxes are then placed in rented vaults? 

Mr. Casto. Yes, sir. 

Mr. Mourer. When did you have your last inventory of the 
diamonds ? 

Mr. Casto. We have a master plan, Mr. Chairman, under which we 
are proposing to preweigh in units of 150 and 100 carats by end-use 
classification the diamonds that we have currently in the stockpile. 
Eventually we hope to accomplish this type of work. 

In the event that you were to take an inventory of the diamonds 
presently in storage, it would require roughly the services of four 
experts for a period of approximately 18 months. 

Now, we have not taken a diamond inventory since we began stock- 
piling diamonds. 

Mr. Mutter. That means since 1951? 

Mr. Castro. That is correct. 

Mr. Rreuiman. You must have an accumulated record of what you 
have procured. 

Mr. Casto. We have a total and detailed and complete record; yes, 
sir. 

Mr. Rreutman. And you have stated that none have been with- 
drawn from either stockpile? 

Mr. Castro. That is correct. 

Mr. Rrentman. Then we must assume that you could easily draw 
up an inventory of what you have if you wanted to without going 
back and opening each procurement. 

Mr. Casto. Excuse me. I misunderstood your question. TI thought 
you meant the actual taking of a physical inventory to verify contents 
of envelopes and boxes. 

Mr. Mouurer. I think Mr. Riehlman is referring to an inventory 
from the accounting viewpoint. Mr. Evins suggested a physical 
inventory. 

Mr. Casto. Yes. A physical inventory we have not taken. We can 
tell you in detail by size what we actually have within the stockpile 
by individual contract of purchase. 

These specifications that you talk about, they are in writing, are 
they not? 

Mr. Casto. Yes, sir. 

Mr. Mutrer. Can you furnish a set of those specifications for us? 

Mr. Casto. Yes. si”. 
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Mr. Muurer. Do you know whether ‘they are any different from 
the national stockpile specification P-19 of April 1, 1949? 

Mr. Casto. It is identical. That is the current specification. 

Mr. Muurer. That is the specification ¢ 

Mr. Casto. That is the current specification. 

Mr. Muurer. Then that already being a part of the record, you 
need not supply us with it again. 

Mr. Casto. Thank you. 

Mr. Murer. You said that you would need four experts to appraise 
these diamonds when you make a physical inventory of them and 
follow out the plan you referred to a moment ago? 

Mr. Castro. Yes, sir. 

Mr. Mourer. Are such experts available? 

Mr. Casto. Yes, sir. 

Mr. Murer. Would those experts have the same qualifications as 
the one gentleman who has been appraising these diamonds over the 
years ¢ 
' Mr. Casto. They would, with one exception. That one exception 
would be that they would have dealer affiliations which would render 
them unfit to perform the particular type of service that Mr. Neilson 
is performing. It would enable them to qualify unquestionably as 
experts in the taking of a physical inventory. 

Mr. Muurer. Then that is what makes him unique, in being the 
only one being used, in that he has no dealer affiliation ? 

Mr. Casto. That is correct. We formerly had three consultants. 
One was from the Chevrolet division of General Motors; one was 
from Boston. The one from Boston and the one from Detroit have 
since died and we now have only one. 

Mr. Mutter. Mr. Neilson does have an affiliation with a company 
that buys industrial diamonds? 

Mr. Casto. That buys crushing bort; yes, sir. The company does 
not buy stones. 

Mr. Muurer. Are you familiar with the purchasing program of 
diamonds by the Army Corps of Engineers? 

Mr. Casto. I have heard and have seen several of their invitations. 
That is my only knowledge of them. 

Mr. Murrer. You are not familiar with their specifications ? 

Mr. Castro. No, sir. 

Mr. Mutter. You know, do you not, that they buy their diamonds 
by competitive bidding? 

Mr. Casto. Yes, sir. 

Mr. Mvutrer. And do you know that people in the industry, in the 
diamond industry, from time to time have made protestations to the 
Corps of Army Engineers that they should negotiate rather than buy 
on competitive bids? 

Mr. Casto. No; I do not have that knowledge. I know that any 
number of dealers in the trade have complained rather bitterly to me 
about the fact that the Army Corps buys by competitive bid. 

Mr. Mutter. Have you made any inquiry as to whether or not the 
Army Corps of Engineers has done a good job, a bad job, or an in- 
different job in the buying of their Hligmonaal 

Mr, Casto. No, sir. 

Mr. Murer. Have you made any inquiry to determine whether or 
not your method of negotiating for the purchase of diamonds is the 
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‘better of the two, or whether their competitive method of purchasing 
is the better? i 

Mr. Casto. I am completely convinced that our method in GSA is 
far superior, and is the only method on which diamonds should be 
purchased. 

Mr. Mutter. Will you explain that, please? 

Mr. Casto. We look at diamonds and we accept those diamonds at 
a specified value, or we reject them. In the formal competitive bid- 
ding basis, you do not see the physical goods that you are buying in 
any way, shape or form. You could specify, as an example, on a piece 
of paper, first quality, tool stones. You might get 5 parcels of first 
quality tool stones, all of which would meet a specification, but you 
could have as much as $6 or $7 variation per carat in actual value be- 
tween the 4 piles. 

Mr. Mutter. You mean to say on competitive bidding where you 
had certain specifications and the man bid-and was the low bidder, you 
would not have the right to reject if it did not meet your specifications ? 

Mr. Casto. No; you would have a perfect right to reject. 

Mr. Mutter. Then what is the difference between your method and 
the competitive bidding method ? 

Mr. Casto. If you have specified first quality tool stones and a man 
quotes $31 a carat, we will say, and he tenders to you first quality tool 
stones actually worth $30 a carat, he has met your specifications. It 
would all depend upon the judgment of your inspector who was look- 
ing at the goods as to whether or not they constitute first quality tool 
stones. 

Mr. Mutter. I do not see how you can make any difference between 
the judgment of Mr. Nielson acting for General Services Administra- 
tion and a Mr. Nielson, whether the same or another, acting for the 
Army Corps of Engineers. Whether it is the same expert or a different 
expert, he is going to look at the item and say, “This does, or does not, 
meet the specifications.” 

Mr. Casto. In the one particular instance, in the method that we 
employ, the inspector looks at the goods and says, these goods are or 
are not worth $31 a carat. 

In the case of the formal competitive bid, the inspector has a specifi- 
cation which simply says to him, “These are or are not first quality tool 
stones.” He has no latitude insofar as price or value is concerned. 

The Army Corps of Engineers has accepted a contract or a bid and 
entered into a contract which specifies first quality tool stones. 

Mr. Mutter. Who is their expert, do you know? 

Mr. Casto. No, sir; I do not. 

Mr. Mutter. Do you know whether they have more than one? 

Mr. Casto. No, sir; I do not. 

Mr. Mutrer. I do not know what the reaction of my colleagues is, 
but it would seem to me that what you do is give the man a hunting 
license. If he brings the product to you, if it suits you, you buy; if it 
does not 

Mr. Casto. We reject. 

Mr. Mutter. You reject. 

Mr. Casto. I do not think that is a hunting license. 

Mr. Mutter. You send out an invitation and you say to these men, 
“We are looking for X quantity of Y quality of diamonds. If you 
have them, bring them in.” 








. 
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-He brings inte, you,what he has, and you either take itor you do 
not. Now, he can go through the street and pick up from as many of 
his friends in the business on consignment whatever they have avail- 
able, bring it down to you and whatever you want you will take; what- 
ever you do not want, you will not take and he will take back. 

Mr. Casto. Now, are we talking a barter transaction, or are we 
talking the method of procurement that GSA employed prior to 
barter ¢ 

Mr. Mutrer. Tell me what is the difference? 

Mr. Casto. In the first place, there was no obligation on the part 
of GSA to take anything. A man made an offer—— 

Mr. Muurer. Under the barter, or before the barter? 

Mr. Casto. Before the barter. 

Mr. Mutrer. Before the barter. 

Mr. Castro. A man made an offer to us, and let us assume it was first 
quality tool stones, and he asks $35 a carat. We looked at the stones 
and said, “In our opinion, these goods are worth $30 a carat. We will 
pay you $30 acarat. We will not pay you more. If you want to accept 
the contract at $30 a carat, we will book it with you.” 

Now, he had the right to walk away at that particular point and 
nobody was hurt. 

On the barter transaction, he now enters into a contract. He ten- 
ders the goods at $35 a carat. We say, “They are not worth more 
than $30.” At that particular point, he must either withdraw 
those goods and tender goods that are worth $35 a carat, or he is only 
credited with $30 per carat toward his total contract price. 

Mr. Mutter. I do not see the difference between the two transac- 
tions. In neither event does the man have to close his contract with 
you and leave his merchandise with you. 

Under the old system, you sat across the table and looked over his 
merchandise; you said one thing as to the value and he said another. 
If he did not agree with you and did not want your valuation, he went 
home with the goods. 

Mr. Casto. That is right. 

Mr. Motrer. Under the present contract, he does the same thing. 

Mr. Casto. Well, he has got to have those goods there. 

Mr. Mutrer. Ali right. Ho brings the goods down in either event. 

Mr. Casto. That is right. If we do not—— 

Mr. Murer. The question is that you have no contract with him 
and you try to fix a price. 

Mr. Casto. That is right. 

Mr. Muurer. And if you fix a price, and he agreed on it, he left his 
merchandise and he got paid. 

Mr. Casto. That is right. 

Mr. Muurer. Now he brings the merchandise down after getting a 
contract. 

Mr. Casto. That is right. 

Mr. Muurer. And having the contract with you, you say, “Well, 
our expert says this isn’t worth $31. You bid $31. You said $31. 
It looked all right on paper. Now we look at your and it is 
worth only $30.” He has a right to walk home with his goods; does 
he not? 
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Mr. Casto. No, sir. He is obligated. Weshavesold his goods in 
advance on behalf of the Commodity Credit Corporation. 

Mr. Murer. You mean, then, that when he brings in goods which 
he says are worth $31 and your expert says they are worth $30, you 
have a right to keep that at $30? 

Mr. Casto. Yes, sir, we have a perfect right to keep these at $30, 
or reduce the total value of his contract—— 

Mr. Mutrer. I would not want to represent you in a court suit. I 
do not think your contract is enforceable. One party to the contract 
is going to be named in the contract as the sole judge of the value of 
the merchandise delivered under the contract. 

Mr. Casto. It is spelled right out in the contract at the time—— 

Mr. Mutter. Maybe it is spelled out in the contract, but I do not 
know; maybe I am wrong, but I would say it is unenforceable. 

Mr. Casto. We have had no difficulty, sir. 

Mr. Mutrer. I doubt whether that is the best test. But it strikes 
me—I do not know how it strikes my colleagues—but it strikes me 
as all wrong for two parties to sit down and make a contract and m 
that contract one party makes the other party the sole judge of the 
value of the merchandise to be delivered. 

Mr. Castro. That is correct. Within the framework of a Govern- 
ment contract, sir, you would have to have 1 or 2 things. The con- 
tractor would be the sole judge or the Government would be the sole 
judge. 

Mr. Muurer. Oh, no. That is not the way I understand it. That 
is not a contract. 

Mr. Castro. That is the way it is, sir. The only other method that 
you would have would be by arbitration, and the Government can- 
not consent to arbitration. 

Mr. Kurzrus. Or umpiring. 

Mr. Castro. Or umpiring, yes. 

Mr. Mutter. You do not consent to arbitration, but you appoint 
your own arbitrator, the expert, who is going to fix the value, and 
you pay him. 

Mr. Casto. Yes, sir, and we have had no difficulty whatsoever. 

Mr. Rrentman. That is a good deal for the Government. 

Mr. Mutter. That is a good deal for the Government, Mr. Riehl- 
man says, and I agree with him. Under the system under which you 
operate, why can’t the small diamond dealer get into this program ? 

Mr. Casto. Back in the days when we were buying for dollars, we 
had no limitation whatsoever on the contract value that we would 
accept, and we entered into contracts for diamonds for the stockpile 
having a value as low as $50. 

In barter transactions the Department of Agriculture is the con- 
tracting agency for the United States Government. They are in- 
terested primarily in moving surplus agricultural products. There is 
no reason why, and in several instances, according to gossip that I 
hear within the trade—I do not know it to be a fact—but in several 
instances I understand that several small diamond dealers have gone 
together and pooled and have taken a contract; 4 of them in 1 par- 
ticular instance. 

My. Motrer. Can you give us the names of any dealers who did 
that ¢ 

Mr. Casro. According to the information I have, Freed Industrial 
Diamond Co. headed up a pool. 
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Mr. Mutrer. Is it not fair to say that those who are participating 
in this program in the diamond industry represent a very small seg- 
ment of the industry / 

Mr. Castro. I would say no, sir; it is not a small segment of the 
industry. 

Mr. Murer. How many dealers are there in the whole country, do 
you know, who handle industrial diamonds? 

Mr. Castro. I understand there are 28. 

Mr. Murer. And how many of them are invited to participate in 
this program ? 

Mr. Castro. As I understand it, all 28 were invited. 

Mr. Muurer. As of when? 

Mr. Castro. As of 1955 and 1956, both. 

Mr. Mutrer. Prior to 1955, is it not a fact that there were not more 
than four that were invited to participate in the program ? 

Mr. Casto. It is my understanding that prior to 1955, the Depart- 
ment of Agriculture entered into diamond contracts with approxi- 
mately 11 contractors, diamond dealers, who had been following legis- 
lation on the Hill and knew that it was pending and placed offers 
with the Department of Agriculture. 

Mr. Murer. Would you know how many grain dealers participated 
in the program, in the barter program 4 

Mr. Casto. No, sir, I would not. I would know only in those instan- 
ces in which the grain dealer was a prime contractor. 

Mr. Murer. Do you know of any instances where the grain dealer 
was the prime contractor? 

Mr. Casto. Yes, sir. 

Mr. Mutter. How many such grain dealers participated in prime 
contracts ? 

Mr. Casto. North American Continental. 

Mr. Murer. Any other? 

Mr. Casto. No, sir. That is the only one that I can think of. 

Mr. Mutter. Do you know to what extent North American Conti- 
nental participated as a prime contractor? Do you know the amount 
in any one year? 

Mr. Casto. No, sir. I would guess that it would be around $850,000. 
That would be a figure that I would prefer to furnish to the com- 
— rather than to quote from memory, which I would be happy to 

0. 

Mr. Mutter. I will be happy for you to do that. 

It is North American Continental, incidentally, that is the sole agent 
for at least one of the dealers who is getting a substantial amount of 
the diamond business. 

Mr. Casto. I have no way of knowing who the subcontractors are. 

Mr. Mouturer. In this instance that I am referring to, Mr. Meade 
testified yesterday that his company did & diamond business aggregat- 
ing $5 million in 1955, and that the only agent he has ever used in his 
barter transactions was North American Continental. 

Mr. Casto. Yes. 

Mr. Mutrer. That is in accord with your knowledge, too, or your 
information ? 

Mr. Casto. I would only know from Mr. Meade. The diamonds 
would be taken from Mr. Meade. I would have no knowledge of the 
grain transaction whatsover. 
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Mr. Mutter. And the same thing would apply if I put questions to 
you as to any of the other diamond dealers, as to whether or not North 
American Continental was their sole agent? 

Mr. Casto. That is correct. I would have no way of knowing, sir. 

Mr. Mutter. Do you know anything about the purchase of Vee 
jeweled bearings by the Government? 

Mr. Casto. No, sir. I have two commodities, rubber and diamonds; 
and no others. 

Mr. Mutrer. Does anyone else from General Services have any 
information about Vee jeweled bearings ? 

Mr. Weaver, can you answer? 

Mr. Wiper. No. I am sure we can supply it for the record, Mr. 
Chairman. 

Mr. Mutter. We would like to know the total quantity of Vee 
jeweled bearings acquired, and in giving the information, indicate 
whether or not there is anything classified about it, or whether it can 
be placed upon the record. We would like to know the total quantity 
acquired, the total on hand, and what use, if any is anticipated, will 
be made thereof, indicating whether or not they now considered obso- 
lete. 

If any of the information called for is classified, you will please 
indicate it to us, so it will not get into the public record. 

Mr. Wiper. Yes, sir. 

Mr. Mutter. Can any representative of General Services Adminis- 
tration advise us as to the amount of other strategic materials pur- 
chased or bartered for agricultural commodities? 

Mr. Weaver. We don’t have those specific amounts with us, but 
we can supply them to the committee. 

(The material submitted was classified material.) 

Mr. Mutter. We would like to have the total amount by years, 
indicating the particular strategic material, and again, of course, in- 
dicating whether it should go into the public record or ought to be 
treated as classified material. 

I think to complete our record we ought to make a part of the 
record the United States Tariff Commission release of August 23, 1954, 
which sets forth the White House release of August 20, 1954, on the 
matter of increase of duty on imports of lead and zinc. 

(The document is as follows :) 


UNITED STATES TARIFF COMMISSION 
Washington 
PUBLIC INFORMATION 


For release 
August 23, 1954. 


WHuure House STATEMENT CONCERNING THE PRESIDENT’S ACTION ON LEAD AND ZINO 
There is reproduced below the White House announcement concerning the 
President’s action on the Tariff Commission’s report with respect to lead and 
zinc: 
[Immediate release—August 20, 1954—James C. Hagerty, Press Secretary to the President] 
THE WHITE House 


The President today outlined an expanded stockpiling program for strengthen- 
ing the lead and zinc industry as an integral part of the Nation’s defense 
mobilization base. The President took this action in lieu of accepting the recom- 


Sn 
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mendations of the United States Tariff Commission for an increase in the duty on 
imports of these two metals. 

In letters to the chairman of the Senate Finance Committee and the House 
Ways and Means Committee describing his program and explaining his decision 
on the Tariff Commission’s recommendations, the President said that “a serious 
question exists as to the magnitude of the direct benefits that could be expected 
from the recommended tariff increases” and that “since the benefits to be derived 
from an increase of the tariff on lead and zinc are so uncertain, I am not prepared 
to seek them at the expense of the serious adverse consequences that would 
follow for our international relations.” 

The Presivent stated that he is “taking affirmative steps at this time to 
strengthen and protect our domestic mobilization base for lead and zinc.” 

These steps are: 


1. Increased purchases at market prices of newly mined domestic lead and 
zine under the long-term stockpile program. In this fiscal year the Govern- 
ment could purchase up to 200,000 tons of lead and 300,00 tons of zine. 

2. The acquisition of lead and zinc of foreign origin for the supplemental 
stockpile authorized by the recently enacted Agricultural Trade Development 
and Assistance Act. 

3. Action by the Secretary of State to seek recognition by the foreign 
countries which are principal suppliers of lead and zinc that this increased 
stockpile buying is designed to help domestic production. 


The President said, “The outlook for lead and zine is improved.” He noted 
that there were some excess stocks at present but said that “it appears that these 
inventories can be reduced by stockpiling purchases together with a high rate 
of consumption which is indicated by the general economic outlook.” “In addi- 
tion,’ the President said, “the volume of imports thus far this year has been 
considerably lower than the rate during 1953.” 

The President concluded his letters by saying that if the course of action he 
is taking does not accomplish the objectives he seeks, he “will be prepared early 
next year to consider even more far-reaching measures, and to make appropriate 
recommendations to the Congress,” 


THE TEXT OF THE PRESIDENT’S LETTERS TO CHAIRMAN MILLIKIN OF THE SENATE 
FINANCE COMMITTEE AND CHAIRMAN REED OF THE HOUSE WAYS AND MEANS 
COMMITTEE IS AS FOLLOWS 


Deak Mr. CHAIRMAN: In my letter to you of July 19, 1954, I indicated that I 
was extending somewhat the period of my consideration of the recommendations 
of the United States Tariff Commission with respect to the escape clause investi- 
gation relating to lead and zinc. 

Readjustment from war-stimulated levels of prices and production has imposed 
severe strain on many segments of mining, agriculture, and industry. In the 
case of lead and zinc this readjustment has produced unemployment for miners 
in some areas and hardship for their families. Some communities in mining 
States are distressed. An adequate mobilization base is not being maintained. 

During the past several weeks, I have held many long meetings with Cabinet 
officers, Members of the Congress, and other informed persons. It is my belief 
that we must maintain a strong and vigorous domestic mining industry for the 
production of strategic and critical materials which have important defense uses, 
and that this should be done in a manner consistent with our general economic 
and foreign policy objectives. 

After a thorough review of the lead-zine problem, I am convinced that a serious 
question exists as to the magnitude of the direct benefits that could be expected 
from the recommended tariff increases. The increase in duties would probably 
have only a minor effect on the price of lead and zinc in this country. There is 
a real question as to whether the tariff action would have important consequences 
in reopening closed mines. Moreover, the increase in the tariff would most likely 
depress the prices of these metals outside the United States. 

Since the benefits to be derived from the increase of the tariff on lead and zine 
are so uncertain, I am not prepared to seek them at the expense of the serious 
adverse consequences that would follow for our international relations, Lead 
and zine are important to several key countries in areas of vital interest. More- 
over, it must be recognized that our economy requires substantial quantities of 
imported lead and zine to augment domestic production in peacetime, and that 
the United States relies on nearby friendly nations to assist us in meeting fully 
our mobilization requirements in wartime. 
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The Tariff Commission has made a thorough study of the lead and zine problem 
but I recognize that it must necessarily confine its consideration within a limited 
field. Accordingly, after 4 careftil weighing of all of the factors involved in this 
complex sittiation, I have décidéd that to implement the recommendations of the 
Tariff Commissicn would not meet the problem nor be in the public interest. 
However, I am taking affirmative steps at this time fo strengthen and protect our 
domestic mobilization base for lead and Zinc. 

I am directing the Director of the Office of Defense Mobilization to increase 
purchases at market prices of newly mined domestic lead and zine under the 
long-term stockpile program. The Government is in a position where it could 
purchase in this fiscal year up to 200,000 tons of lead and 300,000"tons of zinc. 

I am likewise directing the Secretary of Agriculture to initiate action designed 
to acquire lead and zine of foreign origin, from the proceeds of foreign sales of 
surplus agricultural commodities, for the supplemental stockpile authorized by 
section 104 of the Agricultural Trade Development and Assistance Act of 1954. 
This supplemental stockpile is intended to be above and beyond the needs of our 
regular stockpiles under the Stockpiling Act, and the materials in the supple- 
mental stockpile will also be insulated to be released only under stringent 
statutes. 

In addition, I am directing the Secretary of State to seek recognition by the 
foreign countries which are principal suppliers of lead and zine that this in- 
creased stockpile buying is designed to help domestic production and that they 
will not themselves seek to take any unfair advantage of it. 

It is my belief that the above actions will help bring about the attainment of 
market prices for lead and zine that are sufficient to maintain an adequate domes- 
tic mobilization base. 

The outlook for lead and zine is improved. There have been some increases in 
price since early in the year... There are some excess stocks at present, notably 
in the case of zinc, but it appears that these inventories can be reduced by stock- 
piling purchases together with a high rate of consumption which is indicated by 
the general economic outlook. In addition, the volume of imports thus far this 
year has been considerably lower than the rate during 1953. 

If the course of action above outlined has not accomplished the objectives we 
seek, I will be prepared early next year to consider even more far-reaching 
measures, and to make appropriate recommendations to the Congress. 

Sincerely, 


Dwient D. EISENHOWER. 


Mr. Mut rer. In that connection we will also place in the record, if 
there is no objection, the item by Joseph L. S. Terrell from the Wall 
Street Journal of July 9, 1956, on the same subject. 

(The document is as follows: ) 


[From the Wall Street Journal, July 9, 1956] 


STrocKPILE Twist—Coneress Arms To PusH MostLizers DEEPER INTO PRICE 
Prop ACTIVITIES—DE?fENSE HOARD RIVALS FARM SuRPLUS IN CosT; THREAT OF 
SPOILAGE INCREASES—A PAINFUL Loss ON PALM OIL 


By Joseph L. S. Terrell, staff reporter of the Wall Street Journal 


WaSHINGTON—Congress is writing a new law that spotlights this little known 
fact: The Government's stockpile of strategic goods has grown to rival, in terms 
of cost, the surplus farm hoard. 

By latest accounting, taxpayers have tied up in the strategic cache a cold 
$7.5 billion. The hoard contains an assortment of some 70 war-essential items, 
mostly minerals and metals, including such items as aluminum, lead, natural 
rubber, hog bristles, and castor oil. This $7.5 billion inventory lags only 
slightly behind the $8.6 billion wrapped up in wheat, corn, cotton, and other prod- 
ucts of the soil. 

The stockpile program, though it bears a defense label, resembles Secretary 
ef Agriculture Benson’s farm program in still other respects. Both serve to 
bolster prices of goods the Government buys. And Defense Mobilizer Flem- 
ming, who manages the stockpile, sometimes has to sell at a loss stocks that 
are in danger of spoiling, just as Mr. Benson has to unload farm a that 
threaten to grow stale. 
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TUNGSTEN, FLUORSPAR 


The new law Congress is passing, with administration backing, would put 
Mr. Flemming in the out-and-out price-support business, The scheme calls for 
continued buying of tungsten, fluorspar, asbestos, and columbium-tantalum, al- 
though stockpile goals for these items have already been met. Lawmakers 
from producing States, labeling their bill a “stopgap” plan, felt the Government 
market could not be cut off at this time. Secretary of Interior Fred Seaton has 
promised to hand Congress next year a long-range program for aiding the mining 
and minerals industries. F 

But to cushion producers for 24% years against the hardship of losing their 
lucrative Government outlet, the lawmakers got behind the bill to keep Uncle 
Sam in the market. Officials agree that as other stockpile goals are met, new de- 
mands will arise in Congress for still more schemes to prop the mining and min- 
erals industries. 

Senator Bennett (Republican, Utah) sounded the keynote in a comment on the 
bill that’s already nearing passage. Said he: “In many ways the problem of 
these minerals has many similarities with the farm problem, with the added com- 
plexity produced by the fact that our domestic surplus of production exists in 
the face of very large importations of metal and of our inability to get our cost 
down to the point where we can move into the world market as exporters.” 

The*amount of each of the seventy-odd stockpiled items bears a secret label. 
But to get an idea of the size of the mountainous hoard, suppose the full $7.5 billion 
were in aluminum. This would add up to a huge 14,478,000 tons, or roughly 
the equivalent of 9 years and 8 months’ output based on 1955 rates. 


SEVENTY YEARS’ OUTPUT 


If Mr, Flemming went shopping for $7.5 billion of lead, he could bring home the 
amount United States mines could produce in 70 years at last year’s rate. 

Or suppose Mr. Flemming spent the full $7.5 billion on natural rubber. This 
would add up to 11,160,000 tons—enough for 625 million truck and bus tires. 
At the current rate of consumption, that supply would last nearly 48 years. 

For the-fiscal year that ended last Saturday the stockpile swelled by an esti- 
mated $712 million. According to budget estimates, Uncle Sam will shell out 
an additional $378 million in the new fiscal year—-not counting any outlays 
stemming from the pending law. All told, the Government aims at a stockpile 
that will cost taxpayers $11.2 billion, again not counting any new laws. 

The basic purpose of the stockpile is military—to assure the United States a 
sufficient domestic reserve of essential items in case of war. This purpose still 
exists, of course. But the program also has a distinctly domestic price-support 
element, and will have even more when the pending bill becomes law. 

Officials confess they have no way of knowing exactly how much it costs to 
store and guard the hoard. They do agree it’s an expensive job. The materials 
how occupy space at 65 military depots, 16 Government warehouses, 107 com- 
mercial warehouses, 5 vaults, 7 Government sites for bulk ores, 15 commercial 
sites fer ores, 10 commercial tanks for various oils, and 34 industrial plant loca- 
tions, “We have an army of men to guard the stuff,” reports one custodian. 


SPOILAGE THREAT 


As the stockpile grows, so does the threat of spoilage? To insure that their 
huge rubber heap won’t go bad with age, the stockpilers now have te rotate some 
7,500 tons a month, selling it to industry and buying back the same amount. 
ae everything but the metals and minerals will be rotated,” says one 
official. 

And there’s the increasingly tangled problem of disposing of materials that 
lose their strategic character as defense needs change or better materials are 
developed. Right now, for example, the Government is in the process of Selling, 
among other things, some stocks of pyrethrum, a material used to make insecti- 
— ; 15,000 pounds will be up for sale in August, on top of 55,600 pounds already 

- sold. 

While officials cheerfully report selling the pyrethrum at $7 a pound, about 
what they.paid for it, they tell of painful losses on another deal. The stockpilers 
recently decided they didn’t need all the palm oil they had stashed away. 
They’ve found animal fats can also carry out palm oil’s strategic duty of help- 
ing to finish the lead-and-tin-coated steel sheet known as terneplate. So they’ve 
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sold some 48 million pounds of palm oif at a loss of some 9 cents a pound, or about 
$4.3 million. That’s about half the original price. And more palm oil rehiains 
to go on the block. 

Perhaps within the next 2 weeks, the stockpilers will offer for sale thousands 
of pounds of hog bristles destined for paint brushes. Because nylon bristles 
have improved, the hog bristles have lost the strategic value they had when a 
China quit selling them to the United States early in the Korean war. 


RIDICULOUS BIDS 


Other materials scheduled for sale, and awaiting only the end of a 6month 
period to allow Congress’ objections, include cordage fibers, quinine bark, and 
emetine, a medicine base. On at least one of these, the profit-and-loss signs are 
ominous for the Federal salesmen. Bids recently received on quinine bark, re- 
ports one official, were so low as to be ridiculous. “By the time the Government 
gets around to selling the stuff,” he says, “nobody wants it.” 

Dr. Flemming doesn’t admit, of course, that he’s in the price-support business. 
He argues instead that the stockpile program has a dual purpose: To store 
physically scarce materials that would be needed if the United States went to 
war again and to maintain what bureaucrats call a “broad mobilization base.” 
Under this concent, the Government tries to maintain multiple sources of war- 
vital goods and, in the case of the stockpile, the Government applies this theory 
by furnishing markets. 

The stocknile program started 10 years ago this year, shortly after World 
War II, Congress decided to store away minerals, metals, and other items 
that would be needed if war broke out and might be in short supply. Even 
then, lawmakers from producing States looked on their handiwork at least 
partly as a price-supporting operation. Goals were set for individual items to be 
hoarded away, and Uncle Sam went out to buy when and where he could, even 
in foreign markets. 

In the spring of 1954, the stocknile provram took on more of an appearance 
of a domestic subsidy. President Eisenhower ordered stepped-up purchases of 
about 40 metals and minerals on the recommendation of his Minerals Poliey 
Committee, not as a defense measure but as a prop for United States producers. 


REACTIVATING CAPACITY 


In ordering the increased buying, Mr. Eisenhower said purchases would be 
made “ordinarily at such times as the Government decides that purchases will 
help reactivate productive capacity and in other ways to alleviate distressed 
conditions in connection with domestic mineral industries that are an important 
element of the Nation’s mobilization base.” The Presidential directive came in 
March of 1954. 

In June of that year, the Government started buying lead and zine. Pro- 
ducers of these metals were in a bad way. Demand was down, prices low, and 
big inventories hung over the market. Lead and zine producers were still 
unhappy, despite the Government buying, and were pushing for higher tariffs 
to protect them from imports. Mr. Bisenhower rejected the plea for higher 
tariffs an’ ordered still more buying of lead and zinc. 

This part of the Government buying program is known as the long-term 
stockpile. as distinguished from the original strategic stockpile program. The 
original stockpile contains or has on order an estimated $5.5 billion of strategic 
items out of a total goal of $6.9 billion. Under the more frankly price-support 
proposa!s that Mr. Eisenhower started in 1954, the Government has actually 
bought $1.1 billion of minerals and metals and bas another $200 million on 
order. The total goal for the long-term hoard is $4.3 billion. 


Mr. Mctrer. Is your administration charged with the duty of ac- 
quiring lead and zinc for the stockpile? 

Mr. Casto. Yes, sir. 

Mr. Miter. Do you have any present program for the acquiring 
of lead and zinc on an import basis? 


Is there any program to import, or purchase lead and zinc from 
importers? 
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» Mr. Wixoer,,. There is no program, for the stagkpile as such for 
imports of lead and zinc, but under the supplemental stockpile under 
barter there is such a program existing. 

Mr. Mutter. Can you tell us whether or not the production of lead 
and zine by our domestic mines is or is not sufficient to meet the pres- 
ent requirements of your program ? 

Mr. Wiper. I think that is a question which might more properly 
be answered by ODM. However, GSA is buying in the domestic 
market against the long-term objective. 

Mr. Motrter. Then I think it is fair to say that GSA is merely 
following the directives of ODM in purchasing what ODM requires or 
directs to be purchased ? 

Mr. Wiper. That is correct. 

Mr. Mutter. The matter of policy as to whether or not anything 
should be brought from outside the country is not within your 
province ¢ 

Mr. Wixper. That is correct, Mr. Chairman. 

Mr. Mutter. Then I think we have to direct the questions to Dr. 
Flemming to find out why, after we have gone to all the trouble we 
have up to this time to be sure that our domestic mines are able to 
operate profitably, we are going to buy lead and zinc from outside the 
country. 

But that is not for you gentlemen. 

Mr. Weaver. No, sir. 

Mr. Mutter. Is there presently outstanding a directive from ODM 
to General Services Administration to acquire lead and zinc from 
foreign sources? 

Mr. Wiutper. No. The present directive provides under the supple- 
mental stockpile directive list that so much lead and zine be pur- 
chased by barter, and it does not exclude that it be purchased abroad. 

_Mr. Moire. In other words, General Services Administration has 
the discretion to buy it either from domestic producers or foreign 
producers ? 

Mr. Wixper. No. The directive itself spells out the circumstances 
which lead and zinc will be purchased under, and for the stockpile 
proper those will be market purchases from domestic production. 

Under the barter program there is a specific amount for lead and 
- zine which can be purchased by Agriculture for surplus agricultural 
commodities. 
- Mr. Murrer. And that may come from foreign sources? 

Mr. Wiuper. That may come from foreign sources. 

Mr. Mutter. Does the General Services Administration have stor- 
age facilities available today for lead and zinc procured from foreign 
sources ? 

Mr. Wiper. The lead and zinc from foreign sources at our locations 
providing there is sufficient room. 

Now, I would have to check our storage facilities and provide it for 
the record as to how much space we have to take care of the present 
program. 

Mr. Mutter. Will you supply us the information as to the avail- 
ability of such space and what the cost of the space is either rental- 
wise, or any other way you may figure the cost? Also, if you will need 
additional space in order to comply with that directive and what the 
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cost of acquisition or rental of such additional storage space will be? 

Mr. Wiper. We will do that, Mr. Chairman. 

Mr. Rrenitman. Mr. Chairman, I wonder since this is an article 
from today’s Wall Street Journal and deals with that same item if it 
could not be incorporated ? 

Mr. Murer. Without objection, we will make the item from the 
Wall Street Journal a part of the record. July 12, 1956, entitled 


“Government Farm Surplus Disposal and Losses Increased in First 
Half.” 


(The document is as follows :) 


[From the Wall Street Journal, July 12, 1956] 


GOVERNMENT FARM SURPLUS DISPOSAL AND. LOSSES INCREASED IN First Hatr— 
EISENHOWER Says $1.2 BrILLion or Goops WERE Sotp at Aa Dericit or $471 
MILLION 


By a Wall Street Journal staff reporter 


WASHINGTON.—President Eisenhower told Congress Federal farm surplus dis- 
posal soared during the first half of this year. Losses mounted, too. 

In his fourth semiannual report on operations under the key surplus disposal 
law, the President said the Government arranged to unload $1,264,800,000 of 
farm cammodities at a loss of about $471 million. That compares with $491 
million of unloading during the previous 6 months. In that period losses came 
to $297 million. 

January-June commitments raised the total to $2,953 million since the program 
started late in 1954. Clear losses have reached $1,324 million. 


RETURN IS SMALLER 


Actually, the Government's return is even smaller than the loss figures indi- 
cate. Besides his outright giveaways, Uncle Sam sells farm produce for foreign 
currency, most of which is pumped back into the purchasing country as foreign 
aid. Barter deals account for another chunk of disposal totals, with the Govern- 
ment receiving minerals and other goods instead of cash. 

Foreign currency sales moved the most surpluses, according to the report. In 
the first half of this year, the Government signed agreements to sell $801.2 mil- 
lion of farm commodities by this route. When the sales are completed the 
equivalent of $537.8 million in foreign currency will be deposited to the United 
States account. 

Of this total, the United States will loan to foreign countries $273.2 million 
for trade and economic development projects, will use $157.7 million to pay 
American expenses abroad, will contribute $87.3 million to “common defense,” 
and will devote the balance to development of markets for United States farm 
produce, purchase of strategic materials, purchase of goods by third countries, 
and international educational exchanges. 

Foreign currency sales during the last 6 months of 1955 totaled $211 million, 
for which the United States is due $143 million in foreign currency. 


SALES FOR FOREIGN CURRENCY 


Since this phase of the program started, the Government has arranged to sell 
farm commodities which cost $1,466,900,000 for $1,041,900,000 in foreign cur- 
rency. Sales include $526.1 mililion of wheat and flour, $367.9 million of cotton, 
$165.7 million of fats and oils, $123.8 million of rice, and $109.2 million of feed 
grains. Figures also include $87.4 million for ocean shipping costs. 

Another $218 million of farm commodities will be given away for overseas 
famine relief and similar assistance, the President reperted. Grain accounts 
for $150 million, fats and oils $31 million, dairy products $27 million, cotton 
$7 million, and dry beans $3 million. About $78 million of the total was author- 
ized during the January-June period, compared with $32 million in the previous 
6 months. 

Outright donations in the United States and abroad through voluntary agencies 
and intergovernmental organizations declined to $129.4 million from $197 million 
in the previous half year, the President said. These donations total $681 million 
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through the life of the program. Dry milk accounted for $33.2 million of the 
January-June donations, cheese $21.3 million, butter $20.1 million, and butter 
oil $19.7 million. 

Barter contracts were signed during the first half of 1956 to trade $256.2 mil- 
lion of farm commodities for a like value of stockpile materials. That com- 
pares with $51 million in the prior 6 months, and raises the total to $587.1 million. 
No figures are available on how much bartered farm produce costs the Govern- 
ment to acquire and handle. 

Mr. Muurer. Are you gentlemen familiar with the release from 
ODM which has been made a part of our record dated July 9, 1956, 
No. 520? 

Mr. Wixper.. Yes; we have copies of that release, Mr. Chairman. 

Mr. Mvuurer. Can you indicate for us which of the items in the 
first eategory are supplied domestically in sufficient quantity to meet 
both the stockpile objectives and domestic requirements ¢ 

Mr. Wiper. I think we would prefer to submit that to you for the 
record, if we may. 

1 mean I do not like to give you an off-the-cuff judgment on all those 
items on that basis, but we will submit the answers to that. 

Mr. Muurer. Yes; that is agreeable to us. 

You supply it to us at a later time. 

Mr. Wixper. Right. 

( Discussion off the record. ) 

Mr. Mutrer. Thank you very much, gentlemen. 

This hearing will now stand adjourned until 2:30 p. m. on July 17 
and we will then continue in room 356 of this building. 

At the suggestion of Congressman Evins, the committee unani- 
mously decided that General Services Administration should at the 
earliest moment make a complete physical inventory of the diamonds 
on hand. 

Mr. Casto. General Services Administration plans to do that in 
the near future. 

(Whereupon, at 4 p. m., the committee adjourned, to reconvene at 
2:30 p.m. on July 17, 1956.) 
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PROBLEMS RESULTING FROM THE EXCLUSION OF 
SMALL BUSINESS FROM STOCKPILE PURCHASES 
AND FROM PARTICIPATION IN THE DISPOSAL OF 
SURPLUS PRODUCTS PROGRAM 


TUESDAY, JULY 17, 1956 


House or REPRESENTATIVES, 
Suscommitree No. 2 on GOVERNMENT PROCUREMENT, 
DisposaL, AND LOAN ACTIVITIES.OF THE 
Se.ect CoMMITTEE ON SMALL Bustness, 
Washington, D.C. 

The subcommittee met, pursuant to adjournment, at 2:30 p. m., in 
room 356, House Office Building, Washington, D. C., Hon. Abraham 
J. Multer (chairman of the subcommittee) presiding. 

Present: Representatives Multer and Rieh]man. 

Also present: Irving Maness, subcommittee counsel ; Mrs. Marie M. 
Stewart, clerk; Clarence D. Everett, staff member; and Victor P. 
Dalmas, adviser to minority members. 

Mr. Muurer. This hearing is ready to be resumed. 

We would like to hear as our first witness this afternoon, Mr. Nes- 
bitt, from the Office of the Chief of the Army Corps of Engineers. 
. va Nesbitt, will you come forward, please? Will you be seated, 
‘sir 

Do you have anyone else from your office whom you would care to 
join you at the table? 

Mr. Nessirtr. No, sir. 

Mr. Muurer. Will you identify yourself for the record, please ? 

Mr, Nessirr. Robert H. Nesbitt, geologist, Office, Chief of Army 
Engineers, Washington, D. C. 


‘STATEMENT OF ROBERT H. NESBITT, GEOLOGIST, OFFICE, CHIEF 
OF ARMY ENGINEERS, WASHINGTON, D. C. 


Mr. Mutter. Mr. Nesbitt, I think this is the first time you have been 
with us at these hearings. I would like to say to you, as we said to 
other agency representatives, that if perchance we ask you anything 
that calls for classified information, pléase indicate that to us before 
giving us the information and we will take the information in execu- 
tive session, or if you think that there is anything that ought not to 
be publicized, even though it is not classified, if you would indicate 
that to us we would be glad to receive that for the record but 
determine later whether or not it should be part of the public record. 

Mr. Nesbitt, you have been invited to attend here today and tell us 
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about how the program is operated in the Army Corps of Engineers 
for the procurement: of-industrial-diamonds. 

Mr. Nessirr. I would be happy to do so, sir. 

I might just briefly take you back to 1951, when the Corps of Engi- 
neers were engaged in a large and extensive program of flood control 
and river and navigation projects, and at which time, as a result of 
this work, we were using diamond bits for drilling foundations of 
these structures extensively, and up until which time we had no stand- 
ardized procurement specifications to buy these diamond foundation 
coring bits. 

Quite a few of our installations—and by that I mean our district of- 
fices in the field—had specifications which were quite acceptable; oth- 
ers had briefer specifications, but there was no standardized procedure 
for buying diamond bits. 

Naturally, we were interested in the taxpayer getting, and in the 
Corps of Engineers getting, the most out of their money spent in the 
procurement of these bits. We observed, by comparison of perform- 
ance in different areas, that for a given price or a given number of 
carats of diamonds, we were only getting so many feet of drill hole, and 
by comparing information over a period of about a year or a year and 
a half, we found that certain types of bits constructed with certain 
types of diamonds, set in certain types of matrices, gave us good per- 
formance, whereas other combinations of diamonds in the alloy and in 
the cutting bit, for the same price, gave us relatively poor perform- 
ance in the same kind of rock. 

So we had a fairly broad comparison of conditions. 

At the same time, in 1951 also we were aware of rather extensive 
studies which the United States Bureau of Mines had been conducting 
on the design of bits which made for better performance and greater 
economy. We received their publications, as other agencies, I am 
sure, did, and went into them extensively to apply their findimgs, which 
we felt were for the Government and others at large, and came out 
with what we called a specification designed to incorporate all the best 
features in the design of diamond bits and in the method of procuring 
them. 

We then set out to write up a specification, which we did, a procure- 
ment specification. At the same time, we set up, after extensive train- 
ing of our technical personnel at the Bureau of Mines, 3 laboratories 
in the United States, all in 3 of the corps’ division.areas, which 
were to act as control centers to check this procurement to see that it 
measured up with the specifications which we had written and to see, 
too, if there were any features of those specifications which industry 
might object to as a result of perhaps not contemplating every angle 
of the design of a diamond bit. 

We set up these three laboratories in 1951 and set up this guide 
specification in 1951—it is dated November 1951—and after the pre- 
liminary training of personnel to inspect diamond bits for all their 
qualities which make for good performance and poor performanee, 
we put this specification into practice in 1951, a specification which 
is a guide spec in one sense, in that it had been modified to suit a 
given problem, but nonetheless is an invitation for any manufacturer 
of diamond bits to bid on a specification to supply those bits, or dia- 








PROBLEMS OF SMALL BUSINESS 143 


monds, or reaming shells, or any of the tools that we happen to be 
using on any operation. 

I think as you will see by reviewing the specification, it contains 
nothing restrictive in that it points merely to the requirement of ac- 
cepted diamond classifications for a given type of work, good diamonds 
for hard rocks, and by the same token, perhaps not so valuable dia- 
monds for weaker rocks, and we found that by permitting our district 
offices—these are our smallest subdivisions—to procure bits and dia- 
monds and reaming shells with this specification on a competitive basis, 
advertising this specification to the industry at large, we were able 
to procure bits, to have them submitted to the laboratories for ac- 
ceptance before award of contract according to our established stand- 
ard, and a standard which the industry accepted, thereby to qualify 
bidders on the basis of samples—sample diamonds and sample bits 
which were submitted to these three control laboratories before the 
award of the contract. 

For example, if I were low bidder and bid on one of these invita- 
tions and I sent 50 carats of diamonds which were specified in these 
specifications as a sample for that particular project, and my samples 
did not measure up to a comparative sample group which each of these 
3 laboratories had, which was obtained from a wide section of the 
5 principal groups of diamonds used at the time, if my diamonds did 
not measure up to any 1 of the 5 groups specified in here for various 
bits, even though I would be low bidder, you as district engineer 
would be authorized in eliminating me, and the specifications so state. 

The laboratory then, if I were a successful bidder and my diamonds 
were satisfactory and my bits were satisfactory, would retain my 50 
carats and my bit samples representatives of the various bit sizes, in 
that laboratory, until I had performed the work or supplied all the 
bits required under this purchasing contract, to see that, as bits were 
supplied on that supply contract, other bits of mine conformed to 
the one that I sent in as a sample, the laboratory drawing it to my 
attention if I failed to keep all my commodities up to the standard 
of the samples that I submitted. 

Now, briefly, we have been buying bits on that basis since November 
1951. The invitations are issued to the industry at large. All of 
our districts—there must be forty-odd of them in the field—have a 
complete list of diamond bit manufacturers, reaming shell manufac- 
turers. That list.is augmented at the time that someone walks in 
either to this office here in Washington or to any of the field agencies 
and says, “I would like to be added to your mailing list for diamond 
bits. We have gotten into that business and we would like to be on 
your mailing list.” That manufacturer’s name is immediately added 
to the mailing list, and he is issued an invitation to bid on this type 
of specification. 

We find that it is working very satisfactorily. As any method 
of that nature which invites the public in on a competitive basis 
can work, the delays involved possibly in competitive bidding were 
soon adjusted by the fact that our districts became aware of how 
much in advance of needing diamond bits they should anticipate 
such an order, so that ample time was given the laboratories to make 
the proper tests and to award the contract under the acceptance by 
the laboratory. 
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That is the historical background, sir. i cope 

Mr. Mutter. This new specification that you have been utilizing 
since November 1951, does that have a number, an identification 
number ? ‘ 

Mr. Nessrrr. For the Corps of Engineers it has “CE,” which is 
our designation, “1205”—“CE-1205, November 1951,” and I have 
one for your record. 

Mr. Mutrer. All right. We may make that a part of the record 
at this point. 

Mr.Neseitt. All right, sir. 

Mr. Mutrer. Have you any extra copies available? 

Mr. Nessirr. I can give you two copies right here, sir. 

Mr. Mutter. That is fine. Leave one with the reporter, if you 
will, please, and Mr. Everett will take the other for our use at the 
desk here. ' 

(The specifications referred to are as follows:) 


CE-1205 
Nov. 1951 


Note: Corrected pages affected by amendments dated May 1952 and Dec. 1952 have 
been inserted in this reprint 


CIVIL WORKS CONSTRUCTION 


GUIDE SPECIFICATION FOR DrAMonpD CorE Dritiine Bits AND REAMING SHELLS 
INSTRUCTIONS 


1. This specification has been prepared for use where diamond coring bits and 
reaming shells are to be furnished under a supply contract. The specification has 
been developed to effect a standardization of requirements, terminology, and 
procurement procedures acceptable to both the Corps of Engineers and the 
diamond core bit industry. The major feature of the specification involves the 
use of standard diamond comparator packets which will serve as the basis for 
specifying and inspecting diamond quality of each of the five grades of stone. 
The establishment of these (five) standard diamond grades should greatly reduce 
the difficulties previously experienced in the procurement of drill bits and ream- 
ing shells. With only minor modification this specification may be adapted to 
the procurement of noncoring plug type bits and loose diamonds. 

2.. While the items for diamond setting appearing in the Schedule indicate 
the use of a single diamond grade for a given item, specifications and bid sched- 
ules may be modified to require blending of various percentages of the standard 
grades to permit bit designs which have proven superior for geologic conditions 
peculiar to a given district. 

3. No provision has been made in this specification for credit to the Govern- 
ment for used but reusable bit blanks and reaming shells. The specification 
may be modified to provide such credit if the experience of any District indicates 
economy would result from such: procedure. 

4. Requirements relative to insurance against loss during transportation of 
materials and supplies are not included in the guide but such requirements 
should be incorporated by the District Office in accordance with existing regula- 
tions and the standard practices of each office. 

5. In adapting this specification to any project the form and phraseology will 
be changed as necessary to specify properly the work contemplated. Changes 
will be made by deletions or insertions in the original form to the extent required 
to adapt the guide specification to local conditions. Deletions will be made by 
drawing lines through portions to be omitted, including all instructions and 
explanatory notes except those notes which are also intended for the information 
of the Contractor. Additions to the text will be made by typing in spaces 


left for this purpose or by pasted slips. (See O & R, paragraph 4215.03 ¢ and 
4215.06 c.) - 
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6. To facilitate review, drafts of specifications submitted to: the Chief of Engi- 
neers: or to Division Engineers for approval will be prepared, insofar as prac- 
ticable, on printed copies of the guide specification. 

7. Where alternate paragraphs or provisions are given, the field office will 
strike out those which are not applicable to the conditions of the particular 
case. 

8. All drafts submitted to the Chief of Engineers will be in accordance with 
O & R, paragraph 4215.12. 

9. No copies of this basic guide specification will be reproduced in the field. 
Such copies as are needed for the purpose of developing project specifications 
will be furnished by the Office of the Chief of Engineers upon receipt of request 
on Standard WD AGO Form No. 17. Additional copies of this guide specification, 
for official use by engineering and operational personnel concerned with the 
subject, should be requisitioned in the manner indicated above. 

10. Other Guide Specifications for Civil Works construction which have been 
completed are listed on the next page. 

Nore.—These instructions and the list of published specifications are for 
information only and will not be included in drafts of project specifications 
submitted for approval. 


List of completed guide specifications for civil-works construction 








Date of 
No. Title Date of issue | amend- 
ment 
CB-2008... 55:5.<2f Ts hic reneewncednnnsac csc has Aug. 195! __- 
CE-1304.01____. iii oe Bs ee Nov. 1949__- 
CE-13%4.03__...| Piling; round timber (for hydraulic structures) _.........___- Jun. 1948 ___| Feb. 1951. 
CE-1305__......| Foundation drilling and grouting__........................-- Dee. 1947 ___ 
CE-1305.02____- PEE a ow Sc ibcec css dtc cd May 1951 _.. 
CE-1306_....... Embankment (for earth dams).__...........-.-.-.-.-.---.-. Mar. 1951__- 
CE-1307.......- Relief wells (gravel packed). ....................-.....-.-... Dee. 1948 ___ 
CE-1308_._......| Stone protection (slopes and channels) -___.._..........___-- Jan. 1948____ 
CR-ORRO, ais cP I a cals Ssh Ce ce oe Sep. 1947__. 
CE-1401.01____- Concrete construction for civil works _....................-- Mar. 1946___ 
CE-1403_......- —- fabrication, machine work and miscellaneous | Jul. 1951_____ 
provisions. 
CE-1404.04_____ Insulated wire and cable (for hydraulic structures) _________- Mar. 1951___| Jun. 1951 
CE-1409___.._.- Painting (hydraulic structures and appurtenant works) __...| Jun. 1950____| Oct. 1950. 
CE-1507.01____- Tractor gates, Broome type. --...............-...-......--.. Jun. 1950___- 
CE-1604_......-. — a operated traveling cranes (for hydroelec- | Feb. 1949___. 
tric plants). 

CE-1907_....... Electrical equipment (for gate hoists) _...................--- Feb. 1950____ 
CE-2201.......- Hydraulic turbines and governors_.__.........-....-.-.------ Feb. 1948___. 
CE-2202_....... Alternating-current generators_-_--...........--.-..---.---.- Jun. 1945___. 
CE-2203........ eC ahs cits ia sittain ce selina cee sclnbsames Sep. 1945___- 
CE-4000__...... Guide form for lump-sum contract for engineer services | Mar. 1948__. 


design of hydroelectric powerplant. 


INVITATION AND BID 


Nore.—Insert U. 8. Standard Form 30 (long form) or U. S. Standard Form 
33 (short form) prior to advertising. Delete word “attached” in first sentence 
of invitation when U. S. Standard Form 32 is incorporated by reference. 
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Schedule 


Note.—Prior to advertising insert U. S. Standard Form 31 or U. 8S. Standard Form 36 depending upon 
whether the long or short form method is used. The list of bid items shown below, modified as may be 
required and with bid quantities and necessary data inserted, will suffice in copies of specifications being 
submitted for approval. 


| | 
| Quantity| Unit 
Item No. Supplies and services (number; Unit | price Amount 
| of units) | | 
| | 


| | 
Furnishing and delivering* (core drilling bits) | } 
(and) (reaming shells) at such times and in such | | 
quantities as may be ordered by the Contracting | | | 
Officer during the period from date of award of con- | | | 
tract to__._____- 195__, in accordance with the | 
accompanying specification. | | | 
eutucsn| en Set X size, straight-wall type pons eect it eS 
....--.---| Blanks, bit; .... X size, bevel-wall type cote nds ise oP Es 
ean | Blanks, bit; .... X size, M-8 type or equivalent __. ee: ee 
Lacan .| Blanks, reaming shell; X size, Sullivan style, 
*(single-) (double-) tube type ooede sft uk BOR Gol cP Gass... 
--.-------| Furnishing Grade diamonds to be } 
| used in setting *(bits) (and) (reaming shell | 
NR as sy calc ci acted os c teansnin g's Ra ic meamcat 
tC Grade diamonds to be | | | 
used in setting *(bits) (and) (reaming shell 
strips) en Pccce onawct Cae ote seek e 
ocnthinetahd Furnishing shee Grade diamonds, to be | | 
used in setting *(bits) (and) (reaming shell | 
strips) _- ; sbidikvchtieditis Le kaRERe Ree sens Suan) COORD At Oe 
pti haan **Setting *(or resetting) charge for _... X bits con- | 
taining not less than _... carats of Grade 
diamonds per bit, the diamonds to *(average --_-_- 
stones to the carat) (be within the range of ___- 
to .... stones per carat), and using a matrix hav- 
ing a Rockwell ‘‘C”’ scale hardness *(within the | | } 
range .._. to ____) (not less than ..._)_._.__- Bt are oo b OG. tout aes.) --- | $ 
| **Setting *(or resetting) charge for _... X reaming | 
shells with at least ____ strips containing not less 
than ____ carats of Grade ___. diamonds per strip, | 
the diamonds to *(average ____ stones to the carat) | 
| (be within the range of ___. to .___ stones per | 
| earat),and using a matrix having a Rockwell “‘C”’ 
| seale hardness *(within the range ._.. to ._--_) 
\ - (tlotteme Sites... .) - 2 a ccc ce eh ont] eddies Each_.._| $ 
seis | Cutting out used stones from __.. X bits | Each__.-} ; 





sect iiakbiioe | Cutting out used stones from reaming shells | | Each. 


FOE itandencivdindeditsieginmecbanmlaahel Rs ji\straddle. 
| | | 


Receipt is hereby acknowledged of addenda numbered 


(To be filled in only when addendum or addenda are issued). 


The Contractor agrees that the prices invoiced hereunder will not exceed the lower of (i) the contract prices 
or (ii) any applicable ceiling prices established by the Office of Price Stabilization or other authorized Gov- 
ernment agency. 


Note.—Additional requirements applicable to the Invitation for Bids are set forth on the pages attached 
to this Schedule. 


*Delete inapplicable provisions. 
**T hese items te be repeated for each variation of bit size, diamond quantity or quality, range in size of 
stones and matrix hardness. 
CE-1205 


Dee. 1952 a 
Superseding page IT1 
CE-1205 
Dec. 1951 


CONTINUATION OF SCHEDULE 


Nore.—The following paragraphs will be added to the schedule either on 
U.S. Form 36 or additional sheets marked “continuation of schedule.” 

1. Bip Quantitizs. The quantities shown in the Schedule will be used for 
the purpose of evaluating bids and are approximate only. The Government re- 
serves the right to order total amounts ~_-___ percent above or below the quan- 
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tity shown in the Schedule for bid items Nos. ~___-~- through _____-. Within 
this range of:increase’ or decrease*in the humber of * (drill bits) (or) (reaming 
shells) no adjustment will be made in the unit price *(s) bid for diamonds regard- 
less of percentage increase or decrease in quantities of same. 

2. Speciricarions. Specifications, Serial No. CIVENG 

weben weeds sisldvs oS ais , dated 
wens i. waco subj 3. berry 195_, covering the detailed re- 
quirements for the equipment and services listed in this Schedule. 

3. CHANGES IN SPECIFICATIONS. The right is reserved, as the interest of the 
Government may require, to revise or amend the specifications prior to the 
date set for opening bids. Such revisions or amendments, if any, will be 
announced by an addendum or addenda to the Invitation for Bids. Copies of 
such addenda as m@y be issued will be furnished to all prospective bidders. If 
the revisions and amendments are of a nature which requires material changes 
in quantities or prices or both, the date set for opening bids will be postponed 
by such number of days as in the opinion of the Contracting Officer will enable 
bidders to revise their bids. In such case, the addendum will include an an- 
nouncement of the new date for opening bids. 

4. CLARIFICATION OF SPECIFICATIONS AND Data. Bidders should carefully 
examine the specifications, and fully inform themselves as to all conditions and 
matters which can in any way affect the work or the cost thereof. Should a 
bidder find discrepancies in, or omissions from, the specifications or other docu- 
ments, or should he be in doubt as to their meaning, he should at once notify the 
Contracting Officer and obtain clarification prior to submitting any bid. 

5. Samprte Diamonps AND Bits. The sample diamonds and bits, as described 
below, shall be shipped to ~~... 2 Division Office Laboratories, 
Corps of Engineers, at ....-........-....__ (insert address of division labo- 
ratory which is to perform the testing and control functions) so as to be received 
by that office at least 10 days prior to the date of opening bids. 

a. Diamonds.—Each bidder shall submit, at his own expense, packet samples of 
each grade of diamonds indicated in the Schedule. The diamonds submitted 
will be those which the bidder proposes for use in the supplies to be furnished 
under this invitation, and the diamonds will be examined for conformance with 
the requirements of paragraph 1—01 of the Technical Provisions and failure to 
meet these requirements will be just cause for rejection of the bid. The Gov- 
ernment standard diamond comparator packets are available for inspection 
at any of the following designated locations: 

North Pacific Division Laboratories, Corps of Engineers, Graham Road, 
Troutdale, Oregon 
Ohio River Division Laboratories, Corps of Engineers, 5853 Mariemont 
Avenue, Mariemont, Ohio. 
Southwestern Division Laboratories, Corps of Engineers, 4814 Cass Street, 
Dallas, Texas 
The maximum number of carats contained in all sample packets submitted with 
bids shall be 1,000 carats, equally proportioned among the grades required, or 100 
percent of the number of carats for all items in the schedule, whichever is the 
least, plus 10 percent of the total amount to be furnished of each grade or 50 
earats of each grade, whichever is greater, for the purpose of checking bit 
settings supplied under the contract. All packets shall be properly identified 
as to diamond grade and carat content, and each packet submitted by any one 
bidder shall bear the bidder’s name, as shown on the Invitation for Bids, 
and an identifying number. All samples of diamonds submitted by bidders 
will be returned at Government expense, within _.___ days after bids are 
opened, except that the Government reserves the right to retain, for the entire 
life of the contract, the aforementioned 10 percent or 50 carats required for 
checking purposes. The samples so retained -will be returned to the owner 
immediately upon termination of the contract. 

b. Bits —Bach bidder shall submit, at his own expense, one sample bit for 
each quality of diamond setting and each type of matrix specified for such 
diamond setting which the Contractor proposes to furnish under bid items in the 
Schedule. Such sample bits shall be identified in the same manner prescribed in 
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paragraph SC-2 of the specifications. All sample bits,submitted by bidders will be 
returned, at Government expense, within __.__ days after bids are opened, except 
that the Government reserves the right to either retain the sample bits sub- 
mitted by the successful bidder for the entire life of the contract or to issue 
purchase orders for these bits, payment for which will be based on the applicable 
prices bid for each item involved. All sample bits for which purchase orders 
are not issued will be returned to the owner immediately upon termination 
of the contract. The sample bits will be examined as to general construction 
and efficiency of setting, and where necesSary these factors may be used in 
evaluating bids. 

6. RATE OF PropuctTion. Each bidder shall indicate in his bid the rate of pro- 
duction which he will guarantee, stating the number of *(drill bits) (and) 
(reaming shells) which he can provide within ____ days after receipt of a delivery 
order. 

7. GENERAL Provisions. General Provisions in addition to those appearing on 
U. S. Standard Form 32 are set forth on pages ____ through _,_- attached hereto. 

*8. GOVERNMENT FURNISHED MATERIALS. The only material to be furnished 
by the Government consists of the diamonds salvaged and used in accordance with 
Special Conditions 4 and 5. 

9. CMP ALLOTMENTS AND PRIORITY RATINGS 

NotTe.—IF ALLOTMENTS OF NECESSARY MATERIALS ARE ALREADY AVAILABLE TO 
THE District ENGINEER, INSERT APPROPRIATE INFORMATION RELATIVE TO THE 
EXTENSION OF THESE ALLOTMENTS OR OF A DO D-1, DO H-3, on DO H-4 RatTINnG 
For CLass B Propucts. IT ALLOTMENTS ARE Not AVAILABLE, INSERT PARAGRAPH 
PRESCRIBED IN MULTIPLE LETTER, DaTED 19 OcroBER 1951, SuBsEcT: CLAUSE ON 
ALLOCATIONS FOR INVITATIONS, CIVIL WORKS.” 

10. SUBMISSION oF Bins. Bids will be submitted in sufficient time to reach 
the designated office prior to the time fixed for opening. Bids received after 
the time fixed for opening are late bids; and the exact date and hour for mailing 
such bids, as shown by the cancellation stamp, will be recorded. Such late bids 
will be considered, provided they are received before the award has been made, 
and provided the failure to arrive on time was due solely to a delay in the 
mails for which the bidder was not responsible ; otherwise, late bids will not be 
considered but will be held unopened until the time of award and then returned 
to the bidder, unless other disposition is requested or agreed to by the bidder. 
The hour and date shown by the post office cancellation stamp will be the only 
evidence considered in determining when a letter containing a bid was placed 
in post office. If a metering device is used in stamping the envelope containing 
the bid, there shall be noted on said envelope the following: “Postmaster please 
eancel.” The time as shown by such post office cancellation will be the only 
evidence considered as to the hour and date of posting. 

11. If the bidder, by checking the appropriate box provided therefor in his 
bid, has represented that he has employed or retained a company or person (other 
than a full-time employee) to solicit or secure this contract, he may be requested 
by the Contracting Officer to furnish a completed Standard Form 119, “Contrac- 
tor’s Statement of Contingent or Other Fees for Soliciting or Securing Contract.” 
If the bidder has previously furnished a completed Standard Form 119 to the 
office issuing this invitation for bids, he may accompany his bid with a signed 
statement (a) indicating when such completed form was previously furnished, 
(b) identifying by number the previous invitation for bids or contract, if any, 
in connection with which such form was submitted, and (c) representing that 
the statements in such form are applicable to this bid. 

12. AwarD. The contract for the work will be awarded as a whole to the 
qualified bidder submitting the lowest acceptable bid. 


GENERAL PROVISIONS 


Notre.—U. 8. standard form 32 should be incorporated physically prior to adver- 
tising, or by reference as follows: 

*Standard Form 32, General Provisions (Supply Contract), prescribed by the 
General Services Administration, November 1949 edition, is incorporated herein 
by reference and made a part hereof and receipt of the form is hereby acknowl- 


*Delete inapplicable provisions. 
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edged. (A copy ‘of Standard Form 32 is 6btainable ‘upon request.) General 
Provisions in addition to those prescribed on U. 8. Standard Form 32 are set 
forth on pages -... through ~_-.- following, and are made a part of this contract. 


CE-1205 

May 1952 
Superseding page 5 
CE-1205 

Nov. 1951 


ADDITION AL GENERAL PROVISIONS 


Note.—The following General Provisions are prescribed in addition to those 
set forth on U. S. Standard Form 32. 

Note.—The insertion of standard procurement paragraphs as indicated be- 
low, should be accomplished prior to advertising but need not be done for 
specifications being submitted for approval. 

21. TERMINATION FOR CONVENIENCE OF THE GOVERN MENT. 

Note.—Insert provision prescribed by paragraph 8-701 A. 8S. P. R. for pro- 
curements amounting to $5,000 or more. For procurements in amounts less than 
$5,000 the alternate clause set forth in paragraph 8-705.1 A. S. P. R. may be 
inserted at the discretion of the district engineer. 

22. PATENT INDEMNITY. 

Note.—Insert provision prescribed by paragraph 9-105 A. 8. P. R. (armed 
services procurement regulations). 

23. REPORTING OF ROYALTIES. 

Nore.—Insert provision prescribed by paragraph 9-103 A. 8. P. R. 

24. AUTHORIZATION AND CONSENT. 

Nore.—Insert provision prescribed by paragraph 9-106 A. 8S. P. R. (armed 
Services procurement regulations), except the word “necessarily” should be 
deleted from subparagraph “(ii).” 

25. DeLays For DamaGes.—If the Government does not terminate the right 
of the Contractor to proceed, as provided for in General Provision 11, Standard 
Form 82, the Contractor shall continue to work, in which event he and his sureties 
will be liable to the Government for any actual damages occasioned by the delay 
for which the Contractor is not entitled to an extension of time under the terms 
of the contract. 

26. DELAYS CAUSED BY OPERATION OF PRIORITIES AND ALLOCATIONS. The Gov- 
ernment will take no action pursuant to General Provision 11, Default, of *(the 
attached) Standard Form 32, to terminate the right of the Contractor to proceed 
where the failure of the Contractor to make delivery of the supplies or to perform 
the services within the time specified elsewhere in this contract is due solely 
to the operation of the priorities and allocations system and is not otherwise 
caused by the fault or negligence of the Contractor. It is understood and agreed 
that such delays will be considered as due to an act of the Government, and, 
as such, will be excusable within the meaning of subparagraph (b) of General 
Provision 11, and the Contractor will not be liable for any excess costs or damages 
occasioned thereby. 

27. RENEGOTIATION. 

Nore.—Insert provision prescribed by paragraph 7-104.10 A. P. P. (Army 
procurement procedure). 

28. AMENDMENTS TO GENERAL PROVISIONS. 

a. The reference to U. 8S. Code in General Provision 14 is amended to read 
“41 U.S. Code 10 a-d.” 

b. Paragraph 8 on Standard Form 32 is hereby deleted and the following 
provision substituted therefor : 

Nore.—Insert assignment of claims provision as set forth in paragraph 
7-103.8 A. S. P. R. 


*Delete inapplicable provisions. 
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GUIDE SPECIFICATION FOR’ DIAMOND CORE. DRILIANG BITS*AND* 
REAMING SHELLS 


TABLE OF CONTENTS 


Part I—STATEMENT OF WORK 
Par. No. 
SW-1 Description of Work. 


Part II—GENERAL CONDITIONS 


GC-1 Scope of Work. 
GC-—2 Protection of Materials. 
GC-3 Buy American Act. 
GC-4 Quality of Articles, Materials, and Equipment. 
GC-5 Definitions. 
Part ILI—SPEcIAL CONDITIONS 


SC-1 Commencement and Delivery. 
SC-2 Identification of Supplies. 

SC-3 Use of New Diamonds. 

SC-4 Salvage of Diamonds. 

SC-—5 Disposition of Salvaged Diamonds. 
SC-6 Payments. 

SC-7 Test and Replacement of Supplies. 


Part IV—TBCHNICAL PROVISIONS 


1-01 Diamond Requirements. 
1-02 Blanks. 
1-03 Matrix. 
1-04 Setting. 


Part I—STATEMENT OF WORK 


SW-1 Description of work 

a. Work to be Done. The Contractor shall furnish all labor, materials, plant, 
and equipment to perform, in strict accordance with these specifications, all 
the work necessary to manufacture, to prepare for shipment, and to deliver such 
supplies and materials as are indicated in the Schedule, on U. 8S. Standard 
Forms *(31) (33) (and 36), and in the amounts as may be ordered within the 
limitations specified by paragraph * (thereof) (of the Continuation of Schedule). 

b. Place of Delivery. Equipment and materials supplied under this contract 
OTT PRIN, 20) 1. nscscecnnecmigs ris cence exert icaanii aan een , Division Office Labora- 
tories: Corre Of Taneimeers RE Wn ee ee oee ke 


(Insert address of division laboratory which is to perform the testing and control 
functions.) 


Part II—GENERAL CONDITIONS 


GC-1. Score or Work: The work to be performed under this contract con- 
sists of furnishing all plant, labor, equipment and materials ‘to perform “all 
the work required on Standard Forms *(30) (33), (31) and (36), in strict ac- 
cordance with the specifications. 

GC-2. PROTECTION OF MATERIAL: The Contractor shall at all times prior to 
acceptance protect and preserve all materials, supplies, and equipment of every 
description (including property which may be Government furnished or owned) 
and all work performed. All reasonable requests of the Contracting Officer 
to specifically protect such property shall be complied with. 

GC-3. Buy American Act: (See General Provision 14) Because the ma- 
terials listed below, or the materials from which they are manufactured, are 
not mined, produced, or manufactured, as the case may be, in the United States 
in sufficient and reasonably available commercial quantities and of a satisfac- 
tory quality, their use in the manufacture of the supplies herein specified (sub- 
ject to the requirements of the specifications) is authorized without regard to. 
the country of origin: 

Nore.—Insert long list applicable to supply contracts as indicated in 
subparagraph 1 of paragraph 6-108 A. §. P. R. 

GC+4. QvuaALiTy or ARTICLES, MATERIALS AND EQUIPMENT: 

a. Articles, materials, and equipment. to be incorporated into the work under 
the contract shall be new and unused unless otherwise specified. 


*Delete inapplicable provisions. 
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b. Unless otherwise authorized, articles, materials and equipment which are 
specified to be in accordance with referenced standard published specifications, 
as cited in the Technical Provisions, shall meet the requiremeuts of the ap- 
plicable specifications and revisions thereof and amendmeuts theretuv current 
on the date of issue of the Invitation for Bids. 

GC-5. Derrnirions: Wherever in the specifications the words directed, re- 
quired, ordered, designated, prescribed, or words of like import are used, it 
shall be understood that the direction, requirement, permission, order, designa- 
tion, or prescription of the Contracting Officer is intended and simitarly the 
words approved, acceptable, satisfactory, or words of like import shall mean 
approved by, or acceptable to, or satisfactory to the Contracting Officer, unless 
otherwise expressly stated. 


Part Il1I—SprectaLt CoNnpDIiITIons 


SC-1. CoMMENCEMENT AND DELivery: The Contractor may be required to 
commence work under this contract within ____ calendar days after the date 
of receipt by him of the Award on U. S. Standard Form *(26) (33). Unless oth- 
erwise indicated on each separate delivery order, delivery of supplies indi- 
cated thereon is to be made within **____ calendar days after date of receipt of 
the order. 

**Nore.—Insert number of days considered to be reasonable for the type 
of supplies being furnished. If the production rate as submitted by the 
contractor with his bid, as required by paragraph 6 of the “continuation of 
schedule,” indicates a need for additional time the necessary adjustment 
should be shown on the delivery order. 

SC-2. IDENTIFICATION oF SupPLIES: Each *(drill bit) (and) (reaming shell) 
supplied under this contract shall be identified by the manufacturer’s name and 
a serial number which shall be permanently stamped into the blank. 

Each shipment of supplies under this contract shall be accompanied by an 
invoice on which shall be shown the following data for each item listed: 

(1). Schedule item’ number. . 

(2) Item serial number. 

(3) Quantity and grade of new diamond used. 

(4) Quantity and grade of salvaged diamonds used. 

(5) Range size of diamonds used. 

(6) Manufacturer’s name, if other than Contractor. 

SC-3. Use or New DIAMONDS: Except as specified in SC—5, only the new 
diamonds submitted in compliance with paragraph 5 of the Continuation of 
Schedule will be used in the manufacture of supplies to be furnished under this 
contract. 

Note.—For contracts involving small quantities of bits of reaming shells 
‘where “resetting” and “cutting out” are not included, the wording of the 
above paragraph should be changed as necessary and SC and 5, following 
should be eliminated. Where “cutting out” is included and “resetting” 
is not, SC-4 should be retained and SC—5 modified as necessary. 

SC-4. Sarvace or Dramonps: At the discretion of the Contracting Officer, 
*(drill bits) (and) (reaming shells), furnished under this contract and which 
have been used in drilling work may be returned, at Government expense, to 
the Contractor for salvage of all diamonds contained therein. It shall be the 
responsibility of the Contractor to employ only those methods of salvaging which 
will not result in damage to individual stones. For each shipment of used 
*(bits) (and/or) (reaming shells) received by the Contractor, a certified state- 
ment, listing the item number and the amounts of reusable and unusable 
diamonds of each diamond grade recovered therefrom, shall be prepared by 
the Contractor and submitted in duplicate to the Division Office Laboratory in- 
dicated in paragraph SW-1b. This certified statement will be used for purposes 
of comparison with the Contracting Officer’s estimate of the amount of usable 
diamonds. 

Note.—The above paragraph may be modified to include requirements 
Pe to the reuse or other disposition of used bit blanks and reaming 
shells. 

SC-—5. Dispostrron or SaLvaGEp Dtamonps: All salvaged diamonds which do 
not conform to the quality standards of the particular diamond grade shall 
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be returned to the Contracting Officer. The Contracting Officer, at his dis- 
cretion and by written notice, may require that all salvaged diamonds. be returned 
or he may require that all usable diamonds be retained by the Contractor and 
used, at the first opportunity, in setting of additional *(bits) (or) (reaming 
shells). Should any quantity of usable salvaged diamonds be in the possession 
of the Contractor upon completion of the work under this contract such diamonds 
shall be returned to the Contracting Officer. Unless otherwise directed, all 
materials returned to the Contracting Officer in accordance with these require- 
ments shall be shipped to the delivery point specified in paargraph SW-1b. 

SC—6. PAYMENTS: Payments to the Contractor will be made in accordance 
with paragraph 7 of the General Provisions (Standard Form 32) except that 
no payment will be made for salvaged diamonds used in resetting of supplies 
furnished under this contract. 

SC-7. Test AND REPLACEMENT OF Suppiies: The Contracting Officer reserves 
the right to remove diamonds from *(bits) (and) (reaming shells) at random 
in order to compare the diamonds with the retained samples submitted by the 
Contractor and the Government standard diamond comparator packets. If 
the diamonds so removed do not conform to the quality standards or if the 
metal diamond-holding matrix does not meet the requirements of the applicable 
provisions of these specifications, the Government reserves the right to return 
all items previously furnished under this contract for full credit. Such unac- 
ceptable material shall be replaced by the Contractor at his expense or if the 
Contractor has not made suitable replacement after a period of —-____ days, 
the Government, at its option and after due notice to the Contractor, may procure 
suitable replacement of supplies from another source, the difference in cost of 
which shall be charged to the Contractor. 


Part IV—TECHNICAL PROVISIONS 


1-01. DIAMOND REQUIREMENTS: 


a. Quality. The diamonds to be used in the *(bits) (and) (reaming shell 
inserts) furnished under this contract shall conform to the applicable Govern- 
ment standard diamond grade, as defined below, indicated for the separate items 
for *(“setting’) (or) (“setting and resetting’) in the Schedule (Standard Form 
*(31) (36)): 


Grade Classification 

WAI West African-round 

WA2 West African-semi round 
WA3 West African-cast 

C1 Congo-round 

C2 Congo-semi round 


b. Quantity. The quantity of diamonds in any *(bit) (or) (reaming shell) 
shall not be less than that indicated in the Schedule for the applicable item. 

c. Range Size. The range size of diamonds in any *(bit) (or) (reaming shell) 
shall conform to that indicated for the applicable item of the Schedule. 


1-02. BLANKs: 


a. Bits. *(Bevel-wall) (and) (straight-wall) bit blanks shall be of the nominal 
sizes indicated in the separate items of the Schedule and shall conform to the 
designations and requirements of the Diamond Core Drill Manufacturers’ Asso- 
ciation. *(Bit blanks of the M-8 type, or equivalent, shall be in accordance 
with the current standards of the Diamond Core Drill Manufacturers’ Asso- 
ciation. ) 

b. Reaming Shells. Reaming shell blanks shall be of the nominal sizes indi- 
cated in the separate items of the Schedule and shall conform to the designations 
and requirements of the Diamond Core Drill Manufacturers’ Association. Blanks 
will be required for use with both the swivel or rigid type core barrel equipment, 
and the number required of each type will be stipulated in each separate delivery 
order. No change will be made in the contract price for Item No. —---, “Blanks, 
reaming shells,” for necessary changes in the design of the blanks to adapt them 
to either type of core barrel equipment. 

Nore.—If bit or reaming shell blanks of dimensions other than those pre- 
scribed in the standards cited in paragraphs No. -02 a and b are desired, 
separate bid items should be established to indicate such exceptions and 
the above paragraph revised as necessary. 


*Delete inapplicable provisions. 
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1-08. Marrix: The matrix used in diamond settings shall be castings of one 
of the following metals: alloys of copper, aluminum, manganese and nickel such 
as beryllium-copper, beryllium-nickel, or aluminum- or manganese-bronze; or 
shall be a sintered powder metal consisting of cobalt, nickel, tungsten, copper, 
iron aluminum or molybdenum. The hardness of any matrix shall conform to 
the limits specified for each item of the Schedule. 

Note.—Normally the hardness of a cast metal matrix should be repre- 
sented in terms of the Rockwell “C” scale and the hardness of a powdered 
metal matrix should be represented in terms of the Rockwell “B” scale. 

1-04. Serrrne: 

a. Bits. All bits shall be mechanically set by the casting or sintered powder 
process. Where sintering is used *(either) the *(hot-) (or) (cold-) pressed 
method shall be employed. Setting shall be conducted so as to effect simultaneous 
forming and bonding of the crown to the bit blank. 

(1) Diamonds. The diamonds shall be set in a single layer and so arranged 
as to size, location, and best face orientation as to produce the most efficient cut- 
ting action. 

(2) Shape of Face. Bits shall be set with either a double round nose, single 
round nose or flat nose, as may be designated in each delivery order. Regardless 
of the percentage of bits ordered for each type of face construction, there will 
be no adjustment in the unit price bid for setting. 

(3) Waterways. Each bit shall be provided with at least and not more 
than waterways. Waterways shall be equally spaced around the peri- 
phery of the bit and may be parallel to or slightly spiraled with respect to the 
drilling axis of the bit. 

b. Reaming Shells: 

(1) Strips. All reaming shell strips shall be mechanically set by casting or 
sintered power process. Each strip shall conform in width and length to the 
standards of the Diamond Core Drill Manufacturers’ Association. Each strip 
shall be securely brazed into close-fitting slots of the reaming shell. 

(2) Diamonds. The diamonds in each strip shall be set in a single layer and 
so arranged as to size and location ‘as to produce the most efficient reaming 
action. 

(3) Projection of Strips. The outside diameter of the set reaming shell shall 

be in accordance with the current standards accepted by the Diamond Core Drill 
Manufacturers’ Association. 
(4) Waterways. *[ Alternate 1] Each reaming shell shall be provided with at 
least and not more than waterways. Waterways shall be equally 
spaced around the periphery of the shell and may be parallel to or slightly 
spiraled with respect to the longitudinal axis of the shell. 


(4) Waterways. *[Alternate 2] Reaming shells shall be furnished without 
waterways. 














Mr. Nessrrr. I have also brought, sir, sample invitations covering 
the past 2 years which have been sent out for invitation showing the 
various elements which the industry has been invited to bid on, bits of 
a certain size, so many stones per carat, the type of matrix in which 
the stones are to be set, and its hardness. e try to be well within 
the norm of the various 5 Sar ga of stone gradations, the number 
of stones per carat, the quality of matrix for a given type of rock. 

Before putting this specification out, we educated our field exten- 
sively on types of diamond bits, including the types of matrix and 
stones, and the design of the face of the bit which was adapted best 
to given types of rock. 

Mr. Muurer. Do you have copies of those for our record ? 

Mr. Nessitr. I have copies of actual invitations which are for the 
record, and there is no reason why they should be classified. 

Mr. Mutrer. We will make those, too, a part of the record. 

Mr. Nessirr. Now, I do not know that they are duplicates, but there 
are plenty of these of the same type. I have one duplicate, sir, which 
is a sample of a typical invitation, if that would be sufficient. 
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Mr. Mvurer. That would be sufficient for our purpose. 

Mr. Nessirr. I can give you the title on that invitation. It is en- 
titled “L. I. 99 (28).” That is the designation which this particular 
contract was given. It was issued by the Mobile, Ala., district, Corps 
of Engineers, “August ! 31, 1955. 

I have two copies, sir, "for your records of that. 

Mr. Mutter. All right. One may be left with the reporter and 
the other will come to the desk here. 

(The invitation above referred to is as follows :) 










Pe ner Sees INVITATION, BID, AND AWARD] SOnTs*ct "o- 


“Let, 00 (SUPPLY CONTRACT) 


ISSLED GY 


MOBILS DISTRICT, .CORPS OF ENGINEERS 





2301 GRANT STREET, MOBILE, ALABAMA 





INVITATION FOR BIDS 


DATE ISSUED AUS 6 . INVITATION NO. ULVENG-O1.-O76-56- 
Standard Supply rr Provisions 
Scoled bids in... Suplicate  _, Sugyacr ro we Teams anp Conprmons of Tas ievrration, rs Scuepune ano THe 






wt be ead ot te shove i: seed 1200... o'clock 2. m, Con. Standard. Time 




























3... Qekober 1955. (dame), and ot that time seeer eee en aS eee er can ere 
comin the Schule, for delivery f.0.b. ..... Mariemont. fa ibis piestencaich AMINE ie Atpeebbl Bocce 
General informatio: and instructions tw bidders ave contained in the terms and conditions on the reverse hereof. 
SCHEDULE 
(ree SUPPLIES OR SERVICES AMOUNT 
DIAMOND CORE DRILLING BITS AND REAMING See Gontinuatiicn Shcet 
This Contract is suthorized by "The ement] Act of 
1947 (Public Law 413-80th Congress), as 41 UGS. Code [151-161 
SS —— woo — 
in compliance with the above, the undersigned offers and agcees, if this Bid be accepted within ............_ calendar doys (@ 


calendar days unless a dijjerent poviud he inserted by the bidder) frown the date of the opening, to furnish any or all of the items upon which 
Prices are quored, at the price set onposite each item, delivered at the designated point (8) and within the time specitied in:the Schedule 
of the Invitation for Bids. Discounts will be allowed for prompt peyment as follows: 
oven ooeespencemt, 10 calendar duys;. ......... percent, 20 calendar days; : W calendar d 

BIDDER FEPRESENTS. () Than cheap ian canliorel exclopsahdahidde al aciiiaaet @) Serdar, () tawtan 00 
eee eerrien appropriate boxes) (2) That heise (1) regular dealer in, (] manufacturer of, the supplics bid uron. 

Page 15 %3) TORE Zp ocemmbnnto Dorinda RNASE Re Remon other then atelitive 
of Schedule SE ee 





INDICATE fe WHET HERL” }wory DUAL - ‘DIPARTNERSHIP:| C CORPORA TION. INCORPORATED im THE STATE OF 
eanew eaeaatiaapal ocenteneneee ines oe SN 
NAME AND ADDRESS OF BIDDER Fer cme od See "| SIGHATURE AND TITLE DF PERSON AUTHORIZED TO SIGN THES 


AWARD ' | OATE 7 
oe gS SSNS 


ACCEPTED AS TO (TEMS NUMBERED AMOUNT UNITED STATES OF AMERICA 











INVOICE FOR PAYMENT SHOULD 02 MAILED TO aCe CONTRACTING OFFICER 
ACCOUNTING AND APPROPRIATION DATA Iis contrac 
is fcr gencral utilization; all calls on 
Contractor or orders for delivery of ser 
viccs hereuncer issucil by the Contracting 

PAYMENT WILL GE MADE OV Service will contain the certificate of 
availability of funds, quoting the pro- 
curement allotment ts be used in making 
‘payment. 


Rov ide) ore RY/wng 
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TERMS AND CONDITIONS OF THE INVITATION FOR BIDS 


1. AWARD.—The right is reserved, as the interest of the 
‘Government may require, to reject any or all bids and to waive 
any minor informality or irregularity in bids received. The 
Government may accept any item or group of items of any 
bid unless qualified by specific limitation of the bidder. UN- 
LESS OTHERWISE PROVIDED IN THE SCHEDULE, 
BIDS MAY BE SUBMITTED FOR ANY QUANTITIES 
LESS THAN THOSE SPECIFIED; AND THE GOVERN- 
MENT RESERVES THE RIGHT TO MAKE AN AWARD 
ON ANY ITEM FOR A QUANTITY LESS THAN THE 
QUANTITY BID UPON AT THE UNIT PRICE OFFERED 
UNLESS THE BIDDER SPECIFIES OTHERWISE IN 
HIS BID. The contract shall be awarded to that responsible 
bidder whose bid, conforming to the Invitation for Bids, will be 
most advantageous to the Government, price and other factors 
considered. An award mailed (or otherwise furnished) to the 
saccessful bidder within the time for acceptance specified in the 
bid results in a binding contract without further action by 
either party. 


2. LABOR 'INFORMATION.—Attention is invited to the 
possibility that wage determinations may have been made 
under the Walsh-Healey Public Contracts Act providing mini- 
‘™mum wages for employees engaged in the manufacture for 
sale to the Government of the supplies covered by this Invita- 
tion for Bids. Information in this connection, as well as gen- 
eral information as to the requirements of the act concerning 
overtime payment, ch:ld labor, safety and health provisions, 
te., may be obtained from the Wage and Hour and Public 
Contracts Divisions, Department of Labor, Washington 26, 
D. C. Requests for information should state the Invitation 
number, the issuing agency and the supplies covered. 


3. DISCOUNTS.—(a) Prompt payment discounts will be 
ineluded in the evaluation of bids, provided the period of the 
offered discount is sufficient to permit payment within such 
period in the regular course of business under the delivery, 
inspection, and payment provisions of the Invitation and Bid. 


(6) In connection with any discount offered, time will be 
computed from date of delivery of the supplies to carrier 
when delivery and acceptance are at point of origin, or from 
date of delivery at destination or port of embarkation when 
delivery and acceptance are at either of those points, or from 
date correct invoice or voucher (properly certified by the Con- 
‘tractor) is received in the office specified by the Government 
if the latter date is later than the date of delivery. 


4. PRICES.—Unit price for each unit bid on shall be shown 
and such unit price shall include packing unless otherwise 
specified. In each case totals shall be inserted in the Amount 
eolumn of the Schedule. 


6. DELIVERY TIME.—When not otherwise specified, bid- 
der must definitely state time of proposed delivery. 


6. COMPUTATION OF TIME.—Time, if stated as a num- 
‘ber of days, will include Sundays and holidays. 


1. SAMPLES.—Samples of items, when required, must be 
submitted within the time specified and at no expense to the 
Government; if not destroyed by testing, they will be returned 
at bidder’s request and expense, unless otherwise specified in 
the Schedule. 


8 GOVERNMENT-FURNISHED: PROPERTY.—No ma- 
‘terial, labor, or facilities will be furnished by the Government 
wnless otherwise provided in the Schedule. 
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* pacity in which he signs, must appear. 


9. AGENTS.—Bids signed by an Agent must be accom- 
panied by evidence of his authority. 

10. BIDS.—(a) Data. Each bidder shall furnic+ the in- 
formation required by the Bid form. The bidder should print 
or type his name on the Schedule and each Continuation Sheet 
thereof upon which he makes an entry. 


(6) Corrections. Erasures or other changes in bids m 
be explained or otherwise noted over signature of bidder. 


(ce) Late. No bid or modification thereof received after 
the time set for opening will be considered except that when 
a bid or modification arrives by mail after the time set for 
opening, but before award is made, and it is determined by the 
Government that nonarrival on time was due solely to delay 
in the mails for which bidder was not responsible, such bid 
or modification thereof will be considered. 


(d) Mistake. Bidders are expected to examine the draw- 
ings, specifications, circulars, Schedule, and all instructions 
pertaining to the supplies or services. Failure to do so will 
be at the bidder’s risk. In case of mistake in extension of 
price, the unit price will govern. 

(e) Alternate. Alternate bids will not be considered unless 
authorized in the Schedule. 


(f) Addressing. Except as provided in (g) below, bids 
and modifications thereof shall be enclosed in sealed envelopes 
addressed to the issuing office, with the name and address of 
the bidder, the date and hour of opening, and the Invitation 
Number on the face of the envelope. 


(g) Telegraphic. Telegraphic bids will not be considr 
unless authorized in the Schedule, although bids may be m 
fied by telegraphic notice provided such notice is received prior 
to the time set for the opening of the bids. 


(h) Withdrawal. Bids may be withdrawn by written or 
telegraphic notice provided such notice is received prior to the 


time set for the opening of the bids. 


11. BONDS.—No bond or other form of security will be re- 
quired except as provided in the Schedule. 


12. SELLER’S INVOICES.—Invoices shall be prepared 
and submitted in triplicate unless otherwise specified. In- 
voices shall contain the following information: Contract num- 
ber, Order number (if any), and Item number; contract de- 
scription of supplies or services, sizes, quantities, unit prices, 
and extended totals. Bill of lading number and weight of 
shipment will be shown for shipments made on Government 
bills of lading. The following certificate will be shown on each 
copy of the invoice: 


“I certify that the above bill is correct and just and that 
payment therefor has not been received.” 


The Contractor or his authorized representative will sign 
ONLY the original (ribbon typed copy, if typed). When the 
invoice is signed or receipted in the name of a company or 
corporation, the name of the person signing, as well as the 
For example: “s 
Doe Company, by John Smith, Secretary,” “Treasurer,” or as 
the case may be. 


13. NO BID.—In the event no bid is to be submitted, DO 
NOT return the invitation unless otherwise specified. How- 
ever, a letter or post card should be sent to the issuing office 

whether future invitations for the type of supplies or 
services covered by this invitation are desired. 
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Continuation sheet 


(Supply contract) 


| 
Quantity! | Unit 


Item No. Supplies and services | (number | Unit price | Amount 
| of units) | | 


A-1 | Bits, blank, bevel wall, core type, 644”’ outside | | 
| diam and 478” inside diam. Blanks shall be 
threaded 1144” with square threads, 8 threads per | 
inch. Blanks shall be not less than 334’ overall | 

length before setting and not less than 414” over- 
all length after setting. Bits shall have either a | 
double round nose, single round nose or flat face 
as may be designated in each delivery order. _-_.._. 
Note.—Drawing of above Bit Blank show- 
ing construction and dimensions of Blank Bit 

and Set Bit is attached hereto. 

A-2 | Bits, blank, bevel wall, core type, for use with 
234’ x 37%” double tube core barrel as approved 
by the Diamond Core Drilling Manufacturing 
Association. Internal or Bottom Discharge as 


25 | each 


S 


| specified on each Delivery Order r S each i go ae Oe a a 
A-3 | Bits, blank, bevel wall, core 2 for use with | 
4’’ x 544” double tube core barrel as approved by | | 
the Diamond Core Drilling Manufacturing Asso- | 
ciation. Internal or Bottom Discharge as speci- 
fied on each Delivery Order- 36 | each 
A-4 | Bits, blank, bevel wall, core “type for use with | 
6’’ x 734” double tube core barrel as approved by | 
the Diamond Core Drilling Manufacturing Asso- | 
ciation. Internal or Bottom Discharge as speci- | | 
fied on each Delivery Order | 25 each 
A-5 | Bits, blank, casing, for use with Std. NX flush | 
coupled casing 12 | each 
A-6 | Bits, blank, casing, for use with Std. BX flush | | 
coupled casing 6 each } 
A-7 | Bits, blank, casing, for use with Std. AX flush 
coupled casing. Sore woes. 6 | each 
| 
A-8 | Bits, blank, ae a size NXM, core type, for | 
use with series * barrel as manufactured by | 
| the Pemeehaiander Drilling SGU, wd epee -| 200 | EE Vie acietnd ot aflaiaa 
A-9 | Same as Item A-8, except size BKM_.__--______- 50 | SR ihet eetidacer bi- - bebe 
A-10 | Same as Item A-8, except size AXM..._.__-._._- 12 | ro" ag pero Pagers 
A-I1 | Same as Item A-8, except size EXM -- ee 12 | each Saaccuee 
A-12 | Bits, blank, bevel wall, core type, size NX-___-.---- 200 | OOO} BLE VLA TLING 
A-13 | Bits, blank, bevel wall, core type, size BX_____----- 50 | ON tic oceeceteteece 
A-14 | Bits, blank, bevel wall, core type, size AX ___- 25 each | 





A-15 | Bits, blank, bevel wall, core type, size EX __- 25 | Gee sk ot ao 
A-16 | Blanks, reaming shell, size NX for use with double | | 

and single tube core barrels as manufactured by i | 

E. J. Longyear Co, or equal. eect Ledendiatied 24 aha conics Diehbandis 
A-17 | Same as Item A-16, except size BX_____.__._-.__.- 12 | a eh Tee 
A-18 | Sam? as Item A-16, except size AX_._-...........-- | 12 | te A ieee steak 4d 
A-19 | Blanks, reaming shell, for use with 644” 0. D. x 478” | 

I. D. Core barrel, single or double tube core barrels- | 6 | — ecm 4 
A-20 | Blanks, reaming shell, for use with 234” x 374%” | 

double tube core barrel. Barrel as approved by | 

the Diamond Core Drilling Manufacturing Asso- | | 

ciation___- 7 Soe 12 | eacn |...... 4 
A-21 | Same as Item A-20, except for use with 4” x 516” 

double tube core barrel ee 12 | each |.....- 4 
A-22 | Same as Item A-20, except for use with 6’ x 734" 

double tube core barrel__-.....-..--.------- 12 WOE Bitacdeacdtlanduaceaed 
A-23 | Same as Item A-20, except for use with size NXM | | 

double tube core barrel 24 GE: Fh sick wndiactutccoueaad 
A-24 | Same as Item A-20, except for use with size BXM | | | 

double tube core barrel 12 | each |........ pont 
A-25 | Same as Item A-20, except for use with size AXM 

double tube core barrel | 12 | Oh. 26 es Sheed 
A-26 | Bits, blank, straight wall, core type, 6” I. D. and | 

6144” O. D., blanks shall be threaded 2” with | | 

square threads 8 threads per inch. Blanks shall | 

be not less than 414” overall length when com- | 

pleted. Bits shall have either a double round, | 

single round or flat face as may be designated in | 


each delivery order. This bit will be used for the | 


cutting of comerete cores... ..............622...5- | 12 | each | 
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| 
Quantity | Unit 
Item No. Supplies and services (number Unit | price Amount 
| of units) asad 
A-27 | Same as Item A-26, except 8” I. D. and 8!lise” O. D- 12 | CEE eR adidh ats ncwccaui 
A-28 | Same as Item A-26, except 10’ I. D. and 1044” O. D- 12 | CN Ran i cecscnines 
A-29 | Same as Item A-26, except 4” I. D. and 4%” O. D_- 12 | each finance |nqhie sone 
-1 | Furnishing grade WA-1 West African-Round Di- 


River Division Laboratories for use in setting 
blank core bits and reaming shells as specified in 
Items A-1 through A-29. The size range per 
carat shall be specified by each delivery order 
and shall be as follows: 
B1-A 9 to 14 stones per carat. ...........-.--.-- | 
B1-B 15 to 19 stones per carat 
B1-C 20 to 24 stomes per carat...........------- 5. 000 
B1-D 25 to 29 stones per carat___..-...-.-.---- “ 
B1-E 30 to 35 stones per carat_....-.----.------ | 
B1-—F 60 to 70 stones per carat__.........-.------ 
B-2 | Furnishing Grade WA-2 West African semiround | 
diamonds equal to samples retained by the Ohio 
River Division Laboratories for use in setting 
blank core bits and reaming shells as specified in | 
| Items A-1 through A-29. The size range per 





amonds equal to samples retained by the Ohio 


carat 


carat shall be specified by each delivery order 
and shall be as follows: 
B2-A 9 to 14 stones per carat..........-.--.---- | 
aa 15 to 19 stones per carat... ............--- | | 
| 2-C 20 to 24 stones per carat............-..--. a = ‘ 
B2-D 25 to 29 stones per carat..........-...__-- \f 5,000 | carat |-...--... w----s2c0 
| B2-E 30 to 35 stones per carat...........-..-.-- 
B2-F 60 to 70 stones per carat 
co Furnishing Grade WA-3 West African cast dia- | | } 
monds equal to samples retained by the Ohio 
River Division Laboratories for use in setting | 
blank core bits and reaming shells as specified in 
Items A-l through A-29. The size range per 
carat shall be specified by each delivery order 
and shall be as follows: 
B3-A 9 to 14 stones per carat 





B3-B 15 to 19 stones per carat_..........-.-..-- 
B3-C 20 to 24 stones per carat--.-....-.-.-...-- 5 000 
B3-D 25 to 29 stones per carat__....___._-____.. 5, OO 
B3-E 30 to 35 stones per carat....--......--.--- | 
B3-F 60 to 70 stones per carat.____......-.--..-- 


carat 
B-4 | Furnishing Grade C-1 Congo round dizmonds 


equal to samples retained by the Ohio River 
Division Laboratories for use in setting blank 
core bits and reaming shells as specified in Items | 
A-1 through A-29. The size range per carat shall 
be specified by each delivery order and shall be as 
follows: 

B-4A 3 to 5 stones per carat_....-....-........- 500 | 


| 

B-4B 6 to 15 stones per carat. .-..............-. 2, 500 | 

Furnishing Grade C-2 Congo semi-round diamonds 
equal to samples retained by the Ohio River 

Division Laboratories for use in setting blank | 

| 

| 





core bits and reaming shells specified in Items 
A-1 through A-29. The size range per carat 
shall be specified by each delivery order and shall 
be as follows: 
B5-A 3 to 5 stones per carat. -___ | { 
B5-B 6 to 15 stones per carat--___- -| 2, 500 
C-1 | Service charge for setting 644” x 47 44’ blank bit. 
Bit to contain not more than 95 carats and not | 
less than 85 carats of the grades and sizes of dia- 
monds covered by Items B-1 through B-5 or | 
Government furnished reclaimed diamonds as | 
} 

i 

| 


specified by each delivery order. The matrix to 
be furnished shall have a Rockwell “‘C’’ scale 
hardness range of 15 to 30. (See Note under 
Item A- a | 25 
C-2 | Same as Item C-1, except size 234” x 374” blank | 
bits to contain not more than 40 carats and not i 
less than 30 carats of diamonds.__._--.-._..___. 36 
C-3 | Same as Item C-1, except size 4” x 546” blank bits to 
| 


contain not more than 90 carats and not less than 
OB Cy ne ai emenn- 36 
C-4 | Same as Item C-1, except size 6” x 734” blank bits | 
to contain not more than 137 carats and not ines | j 


| than 112 carats of diamonds._.........._.._.___. 21 each | 
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’ Quantity 
Item No. Supplies and services (number Unit 
of units) 


Unit 
price Amount 








C-5 | Same as Item C-1, except size NX casing blank 
bits to contain not more than 28 carats and not 
less than 25 carats of diamonds. .-_-_.....-.....---- 12 Sis <ttonsetsliseeanees's 
C-6 | Same as Item C-1, except size BX casing blank 
bits to contain not more than 20 carats and not 
less than 16 carats of diamonds. -_......._...-..-.. 
C-7 | Same as Item C-1 except size AX casing blank bits 
to contain not more than 14 carats and not less 
than 12 carats of diamonds. -____................. 
C-8 | Same as Item C-1, except size NXM blank bits to 
contain not more than 25 carats and not less than 
16 carats of diamonds. The matrix to be furnished 
shall have a Rockwell ‘‘C” scale hardness as 
follows: 
C8-1 15 to 30 Rockwell “0” __.__.-...-.---.-.-- 
C8-2 30 to 60 Rockwell “‘C’’___________. ee 1 
O-8A | Service charge for setting NXM impregnated blank 
bit with a mixture of small diamonds and 
powdered carbide matrix. (Matrix described in 
Paragraph 1-03 of Specs.) Bit to contain not 
more than 35 carats and not less than 18 carats of 
the grades and sizes of diamonds covered by (tems 
B-1 through B-5 or Government furnished 
reclaimed diamond as specified by each delivery 
order. The matrix to be furnished shall have a 
Rockwell ‘‘C”’ hardness of 30 to 60_____.________.- 50 
C-9 | Same as Item C-1, except size BXM blank bits to 
contain not more than 19 carats and not less than 
16 carats of diamonds. The matrix to be furnished 
shall have a Rockwell scale hardness as follows: 
C9-1 15 to 30 Rockwell “‘O’’.. 12 each 
O9-2 30 to 60 Rockwell “‘C’”’.____.._-__.__.-___- 13 each 
C-9A | Same as C-8A except size BXM, to contain not 
more than 19 carats and not less than 16 carats of 
GOI ook os oi etn cei etka ee eee ee 25 each 
C-10 | Same as Item C-1, except size AXM blank bits to 
contain not more than 15} carats and not less than 
12 carats of diamonds. The matrix to be furnished 
shall have a Rockwell scale hardness as follows: 
C10-1 15 to 30 Rockwell “‘C” 
C10-2 30 to 60 Rockwell “‘C’’.....-....._.--... 
C-11 | Same as Item C-1, except size EXM blank bits to 
contain not more than 12 carats and not less than 
9 carats ofdiamonds. The matrix to be furnished 
shall have a Rockwell scale hardness as follows: 
Cl11-1 15 to 30 Rockwell “CO”. .......-.--.--.... 
Cl11-2 30 to 60 Rockwell ““C’’._.......-.....--.. 
C-12 | Same as Item C-1, except size NX bevel wall blank 
bits to contain not more than 25 carais and not 
less than 16 carats of Diamonds. The matrix to 
be furnished shall have a Rockwell scale hardness 
as follows: 
C12-1 15 to 30 Rockwell “‘C”’_..----..----.--.- 75 eee ticaocaade 
C12-2 30 to 60 Rockwell “‘O’’...._.-_-_._-.---.-- 100 bee 
C-12A | Same as Item C-8~-A, except size NX bevel wall 
DONE ORS iia itis ne Se a Fl ie os SD 25 each 
C-13 | Same as Item C-1, except size BX bevel wall blank 
bits to contain not more than 19 carats and not 
less than 16 caratsofdiamonds. The matrix to be 
furnished shall have a Rockwell scale hardness as 
follows: 
C13-1 15 to 30 Rockwell “C’’_.....-- ten Tee 
C-13-2 30 to 60 Rockwell “‘C’”’._...-._..--.-._.- 
C-14 | Same as Item C-1, except size AX bevel wall blan 
bits to contain not more than 15} carats and not 
lessthan 12 caratsofdiamonds. ‘The matrix tobe 
— shall have a Rockwell scale hardness as 
cllows: 
C14-1 15 to 30 Rockwell “‘C’”’........-.....--... 12 each 
C14-2 30 to 60 Rockwell ‘‘C’”’_._.___....-....-.- 13 each 
C-15 | Same as Item C-1 except size EX bevel wall blank 
bits to contain not more than 12 carats and not 
less than 9 carats ofdiamonds. The matrix to be 
— shall have a Rockwell scale hardness as 
ollows: 
C15-1 15 to 30 Rockwell “C” 10 each 
C15-2 30 to 60 Rockwell ‘‘C”’ 


a 


oa 


each 


each 
each 


3s 
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3 


15 SUE tanicnenqealdceccunese 
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y 
Item No. Supplies and services (number 
of units) 





C-16 | Service charge for setting size NX double or anew 
tube reaming shells as manufactured by 
canes Co., or equal. The setting shall Te af 

type construction with the matrix hardness 
— diamond content to be specified with each 
delivery order. The matrix to be used in setting 
reaming shells shall be equal to matrix used in 
the setting of blank bits and shall have a Rockwell 
“C” scale hardness range of 15 to 30. The dia- 
monts to be used in setting reaming shells will be 
of the grades and sizes set forth in Items B-1 
through B-5 or Government furnished reclaimed 
I irisiteitictinccntncdade itn alte ti xT “4 

C-17 | Same as Item C-16, except size DX double or 
single tube reaming shells. -_-_............-.------- 12 

C-18 | Same as Item C-1I6, except size AX double or 
single tube reaming shells_-_..................--.- 12 

C-19 | Same as Item C-16, except size 644’ O. D. x 474” 

I. D. double or single tube reaming _~ ae 6 

C-20 | Service charge for setting 234’’ x 374”’ double tube 

core barrel reaming shel's. Barrel as approved 

by the Diamond Core Drilling Manufacturing 

Association. The setting shall be of strip type 

construction with the matrix hardness and 

diamond content to be specified with each deliv- 

ery order. The matrix to be used in setting 

reaming shells shall be equal to matrix used in 

setting of blank bits and shall have a Rockwell 

“©” scale hardness range of 15 to 30. Diamonds 

to be used in setting reaming shells will be of the 

grades and sizes set forth in Items B-1 through 

B-5 or Government furnished reclaimed dia- 


ds 

O©-21 | Same as Item C-20, except size 4’’ x 5%” double tube 

core barrel reaming il a alin ote eat 12 
C-22 | Same as Item C-20 except size 6” x 734” double tube 

core barrel reaming shells _-_---....-............-- 12 
C-23 | Same as Item C-20, = NXM double tube 

core barrel reaming shells. --__._.-............-.. 24 
C-24 | Same as Item C-20, — t size BXM double tube 

core barrel reaming sh RR ke ay eS aE eee 
C-25 — as eo C-20, except size AXM double tube 

el reaming sh 


C-26 nite e for sett 6” I. D. x 6%” O 

l, core type bit utilizing the Starsiand 
Mou construction method with diamonds 

located on face and sides of bit blank, bit to con- 
tain not more than 49 carats and not less than 
38 carats of the grades and sizes of diamonds 
covered by Items B-1 through B-5 or Govern- 
a furnished reclaimed diamonds as specified 
ps A each delivery order. The matrix to be fur- 
ed shall have a Rockwell “‘C’’ hardness as 

follows: 

C26-1 15 to 30 Rockwell ‘‘C”’..__...-.--.....-.- aS eee en Seeene 
C26-2 30 to 60 Rockwell ‘““C”’..............._._. Bh: GR ec onnssc eens Ss 
C-26A | Service charge for setting 6” I. D. x 6%” straight 

wall core type bit utilizing insert type construc- 
tion. Bit to contain not more than 20 and not less 








small diamond ered 

matrix described in ph 1-03 of Spees.). 
insert shall con not more than 1} carats 

and not less than 1 carat of the es sizes of 


Sy yy 
or . 
ere the y method is used 


accommodate the insert with a snug fit. Com- 
pleted bit shall contain not more than 30 carats 
and not less than 18 carats of diamonds. The 
matrix to be furnished for insert construction 
shall have a Rockwell scale hardness as follows: 
C26-A1 15 to 30 Rockwell “‘C’’_._...-.......-... 
C26-A2 30 to 60 Rockwell “C” 





ww 
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Item No. 


C-27 


C-27A 


D-1 


D-2 
D-3 
D-4 
D-5 
D-6 
D-7 
D-8 


D-9 | 
D-10 | 


D-11 
D-12 
D-13 


D-14 | 


D-15 
D-16 


D-17 
D-18 
D-19 
D-20 
D-21 
D-22 
D-23 
D-24 
D-25 
D-26 


D-27 
D-28 
D-29 
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Unit 





Same as Item C-26, except size 8’ I. D. x 8!Me"”’ 
QO. D. blank bits to contain not more than 68 carats 
and not less than 53 carats of diamonds. The 
matrix to be furnished shall have a Rockwell scale 
hardness as follows: 

C27-1 15 to 30 Rockwell ‘‘C” 
C27-2 30 to 60 Rockwell ‘‘C” 

Same as Item C-26-A, except size 8’ I. D. x 81%46”’ 
O. D. blank bits to contain not more than 28 and 
not less than 24 inserts or segments and not more | 
than 42 carats and not less than 28 carats of dia- | 
monds. The matrix to be furnished shall have a 
Rockwell scale hardness as follows: 

C27-Al 15 to 30 Rockwell “‘C” 


Same as Item C-26, except size 10’ I. D. x 10446” 
O. D. blank bits to contain not more than 83 carats | 
and not less than 65 carats of diamonds. The | 
matrix to be furnished shall have a Rockwell scale 
hardness as follows: 


C28-2 30 to 60 Rockwell ‘*C”’ 
Same as Item C-26-A, except size 10’ I. D. x 1044” 
O. D. blank bits to contain not more than 34 and 
not less than 32 inserts or segments and not more 
than 51 carats and not less than 48 carats of dia- 
monds. The matrix to be furnished shall have a 
Rockwell scale hardness as follows: 
C28-Al 15 to 30 Rockwell “C” 
C28-A2 30 to 60 Rockwell “‘C”’ 
Same as Item C-26, except size 4” I. D. x 4%" 0. D. 
Blank bits to contain not more than 26 carats and 
not less than 16 carats of diamonds. The matrix 
shall have a Rockwell scale hardness as follows: 
C29-1 15 to 30 Rockwell ‘“‘C” 
C29-2 30 to 60 Rockwell “‘C” 
Service charge for removing diamonds from un- 
serviceable Government owned diamond core 
drilling bits, size 644" x 476""___- 
Same as above, except size 234’’ x 374" 
Same as above except size 4” x 546"... 
Same as above except size 6’’ x 734” seta 
Same as above except size NX casing- 
Same as above except size BX casing - 
Same as above except size AX casing--.-_-.---_-.--- 
Same as above except size NXM 
Same as above except size BX M 
Same as above, except size AXM 
Same as above except size fe xe: 
Same as above except size N X_ 
Same as above except size BX _- 
Same as above except size AX 
Same as above, except size EX_-- 
Service charge for removing diamonds from un- 
serviceable Government owned diamond core | 





drilling reaming shells, size N X--------------.---- 
Same as above except size BX _______-_- 
S: ame as above except size AX _- 
Same as above, except size 648"’ x 474" 
Same as above except size 234’ x 374” 
Same as above except size 4’’ x 544” 
Same as above except size 6’ x 734” 
Same as above except size NXM 
Same as above except size BX M 
Same as above except size AXM_ 
Service charge for removing diamonds from un- 
serviceable Government owned core drilling bits, 
straight wall, core type, size 6” x 634” 
Same as above except size 8’’ x 8146’ 




















Quantity 
Supplies and services |(number| Unit | price Amount 
of units) | 
' 
Bye SR Ls wim ip pcos, Ee 3 I as nines 
ARMS tas OF Me 8 hes 3 | ce 
| 
fis sansee <==. 3} each |_- ~-enze=|+¢ens » 
C27-A2 30 to 60 Rockwell “C”___ -___-____- ns 3 ees eka Ree haces 
| 
C28-1 15 to 30 Rockwell ‘‘C”’_.__....-.--.----2. | 3 et Tee nn, |S ie 
RS eee 3 BRE Tae agen shenss. ‘ 
i 
Re Fee ow. 2 3 oe 
Ce ae 3 el adhe Ra nesce 
| 
SIE SEA Ef 6 each sar aene=--|-= 
ied satcdieK esc 6 WE Dehn encee-i-ne-t>---- 
| 
seinen’ 
ots Le ee 25 each |_......---|.-- ie 
Se secetgsseee< 36 I Bah 
36 Oe borne. a 
ssecgnts 25 hen lp nell le i 
12 ee en, 3 eae 
bon oa bry 6 eR 
6 | each |... : 
poe SEP sé 200 ee Ss cae 
aT AR AINE Oe 50 8 dee eat a aS 
ee Sot pee 12 ae et. 
oe ee 12 Bb. ge 
RIESE Se 200 Se toe 
TASS SF 50 One tc... 5 eae 
SSE Se Sees 25 ene Be 33 Bek ncreiininn cy 
25 each — cane 
12 eee face ae ees 
Se 12 EEE toe senate deanany<c 
Se. ee ee 12 ee ec Eten. cok a 
SOR ost 6 | I os SB soe 
pales ieee ee SP 12 Te ne ro, 
Lh Fe eee es 12 EO ae 
Past set eee 12 aaa del ST 
POT uO ek a. 24 gM eas 
pesto. 2k. abet 12553 12 eee 
s 12 | ag i RS sire 
Lise, sant | 
Beers oe 12 NE eed 
ora 12 on. ree , 
| tpn Bs hss acne 
12 SE en ce i 


Same as above except size 10’ x 1046"__-___________- | 
Same as above, except size 4” x 444/"_______________- 
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Continuation sheet—Continued 


Quantity Unit 
Item No, Supplies and services (number| Unit price 


of units) 


| 


E-1 | Grading, washing, cleaning and sorting diamonds 
| removed from used Government owned diamond 
| eore drilling bits and reaming shells presently on 


} 
| 


Amount 








hand, those furnished under this contract and 
loose ‘parcels of diamonds removed from bits and 
reaming shells by the Government, into the | Approx 
following classifications: 8, 000 carat | 


Grade Stones per carat 
} (l) WA-1 1 to 30 
| 


os 
° 


(2) WA-2 


(3) WA-3 





(4) CA-1 


(5) CA-2 


Fes_es_se_es_s 


8 SSSSSSSSESSS 
SSSSSSSSSSESE 


suitable for use in impregnated bits. 
(7) Salable diamond scrap. 
(8) Foreign material. 








(6) Diamonds falling below 90 stones per carat 





Rate of Predubtion : wil se. cules oo as 
(Bidder to fill in—See Paragraph 6 on Page 16) 
Receipt is bdiessien acknowledged of addenda numbered 


(To be filled in only when addenda are issued) 

Bidder Represents: (Check Appropriate box) *3. The bidder or contrac- 
tor represents (a) that he ( ) has ( ) has not, employed or retained any 
company or person other than a full-time bona fide employee working solely 
for the bidder (or contractor) to solicit or secure this contract and (b) that 
he ( ) has (_ ) has not paid or agreed to pay to any company or person other 
than a full-time bona fide employee working solely for the bidder or contractor any 
fee, commission, percentage or brokerage fee, contingent upon or resulting 
from the award of this contract, and agrees to furnish information relating 
thereto as requested by the Contracting Officer. 

(Note.—For interpretation of the representation including the term “bona fide 
employee” see General Services Administration Regulations, Title 44, secs. 
150.7 and 150.5 (d) Fed. Reg. Dec. 31, 1952, Vol. 17, No. 253.) 

Additional requirements applicable to the Invitation for Bids are set forth 
on the pages attached to this schedule. 


CONTINUATION OF SCHEDULE 


1. Bid Quantities: The quantities shown in the Schedule will be used for 
the purpose of evaluating bids and are approximate only. As it is impracticable 
to determine the quantities of each kind, or kinds of supplies that will be re- 
guired during the contract term, the Contractor will be required to make delivery 
of such quantities under the item, or items, that.may be ordered during such 
contract term. The estimates as to quantities listed in the contract are given 
for information only and will not relieve the Government of its obligation to 
order from the Contractor all of the supplies of the kind contracted for that may, 
in the judgment of the ordering officers, be needed, and shall not in any case 
relieve the Contractor of his obligation to fill all orders under contract. 
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2. Qualifications of Bidder: Each bidder shall state in his bid whether he is 
now or ever has been engaged on any contract or other work similar to that 
proposed, giving the name and location of the facilities to whom the supplies 
were furnished and dates of any such contracts. He shall also submit such other 
information as will tend to show his ability to prosecute vigorously the work 
required by these specifications. Previous manufacturing experience and pres- 
ent manufacturing and testing facilities will be considered in determining the sat- 
isfactory and successful bidder. Not less than three (3) nor more than five (5) 
references will be considered as meeting the requirements of this paragraph. 

3. Modification Prior to Date Set for Opening of Bids: (a) The right is re- 
served as the interest of the Government may require to revise or amend the 
specifications and/or drawings prior to the date set for opening bids. Such 
revisions and addenda, if any, will be announced by an addendum or addenda 
to the invitation for bids. Copies of such addenda as may be issued will be 
furnished to all prospective bidders. If the revisions and addenda are of a 
nature which requires material changes in quantities or prices bid or both, the 
date set for opening bids may be postponed by such number of days as in the 
opinion of the District Engineer will enable the bidders to revise their bids. 
In such case the addendum will include an announcement of the new date for 
opening bids. 

(b) Failure to file evidence of receipt of numbered addenda prior to opening 
of bids will be cause for rejection of the bid. 

4. Clarification of Specifications and Data: Bidders should carefully examine 
the specifications, and fully inform themselves as to all conditions and matters 
which can in any way affect the work or the cost thereof. Should a bidder 
find discrepancies in, or omissions from, the specifications or other documents, or 
should he be in doubt as to their meaning, he should at once notify the Contract- 
ing Officer and obtain clarification prior to submitting any bid. 

5. Sample Diamonds and Bits: The sample diamonds and bits, as described 
below, shall be shipped to the Ohio River Division Office Laboratories, Corps of 
Engineers, at 5851 Mariemont Avenue, Mariemont, Ohio, so as to be received 
by that office at least ten (10) days prior to the date of opening bids. No bid 
will be considered unless such samples are at the laboratory by the time 
specified. 

a. Diamonds. Each bidder shall submit, at his own expense, packet samples 
of each grade of diamonds indicated in the Schedule. The diamonds submitted 
will be those which the bidder proposes for use in the supplies to be furnished 
under this invitation, and the diamonds will be examined for conformance with 
the requirements of paragraph 1-01 of the Technical Provisions of the specifi- 
eations and failure to meet these requirements will result in rejection of the 
bid. The Government standard diamond comparator packets are available for 
inspection at any of the following designated locations: 

North Pacific Division Laboratories, Corps of Engineers, Graham Road, 
Troutdale, Oregon 

Ohio River Division Laboratories, Corps of Engineers, 5851 Mariemont 
Avenue, Mariemont, Ohio 

Southwestern Division Laboratories, Corps of Engineers, 4815 Cass Street, 
Dallas, Texas 

A sample packet of 50 carats of each diamond grade shown under Item Nos. 
B-1 through B-5 of the schedule will be furnished (a total of 250 carats). All 
packets shall be properly identified as to diamond grade and carat content, and 
each packet submitted by any one bidder shall bear the bidder’s name, as shown 
on the Invitation for Bids, and an identifying number. All samples of diamonds 
submitted by unsuccessful bidders will be returned, at Government expense, 
within 30 days after bids are opened, except that the Government reserves the 
right to retain, for the entire life of the contract all samples submitted by the 
successful bidder (See SC-3). The samples so retained will be returned to the 
owner immediately upon termination of the contract. 

b. Bits.—Each bidder shall submit as samples, at his own expense, two (2) 
representative bits of the type and quality he proposes to furnish under the con- 
tract as follows: 
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1 each Size 2%’'’ x 3%’’ (covered by Item Nos. A-2 and C-2 of the 
Schedule) 

1 Each Size NXM (covered by Item Nos. A-8 and C-8 of the Schedule) 
Such bits shall be identified in the same manner prescribed in paragraph SC-3 
of the specifications, and in addition the grade and size range of diamonds used in 
the sample bits will also be furnished. All sample bits submitted by unsuccessful 
bidders will be returned, at Government expense, within 30 days after bids are 
opened, except that the Government reserves the right to either retain the sam- 
ple bits submitted by the successful bidder for the entire life of the contract or to 
issue delivery order for these bits, payment for which will be based on the 
applicable prices bid for each item involved. If delivery order is not issued to 
cover these bits, they will be returned to the owner immediately upon termina- 
tion of the contract. The sample bits will be examined as to material, workman- 
ship, general construction and efficiency of setting, and where necessary these 
factors may be used in evaluating bids. 

6. Rate of Production: Each bidder shall indicate in his bid the rate of pro- 
duction which he will guarantee, stating the number of drill bits and reaming 
shells which he can provide within 20 days after receipt of a delivery order. The 
rate of production shall be a determining factor in evaluating bids. 

7. Standard Supply Contract Provisions: The Standard Supply Contract Pro- 
visions, issued by the Mobile District, Corps of Engineers, Mobile, Alabama, dated 
4 April 1955, receipt of copy which is acknowledged by the bidder, are incor- 
porated herein and made a part hereof. 

8. Government-furnished property: (a) The Government shall deliver to the 
Contractor, for use in connection with and under the terms of this contract, the 
property described in the schedule or specifications together with such related 
data and information as the Contractor may request and as may reasonably be 
required for the intended use of such property (hereinafter referred to as “Gov- 
ernment-furnished Property”). The delivery or performance dates for the sup- 
plies or services to be furnished by the Contractor under this contract are based 
upon the expectation that Government-furnished Property suitable for use will 
be delivered to the Contractor at the times stated in the Schedule or, if not so 
stated, in sufficient time to enable the Contractor to meet such delivery or per- 
formance dates. In the event that Government-furnished Property is not deliv- 
ered to the Contractor by such time or times, the Contracting Officer shall, upon 
timely written request made by the Contractor, made a determination of the 
delay occasioned the Contractor thereby, and shall equitably adjust the delivery 
or performance dates or the contract price, or both, and any other contractual 
provision affected by such delay, in accordance with the procedures provided 
for in the clause of this contract entitled “Changes.” In the event the Govern- 
ment-furnished Property is received by the Contractor in a condition not suitable 
for the intended use the Contractor shall, upon receipt thereof, notify the Con- 
tracting Officer of such fact and, as directed by the Contracting Officer, either 
(i) return such property at the Government’s expense or otherwise disposed of 
the property, or (ii) effect repairs or modifications. Upon the completion of 
(i) or (ii) above, the Contracting Officer upon written request of the Contractor 
shall equitably adjust the delivery or performance dates or the contract price, 
or both, and any other contractual provision affected by the rejection or disposi- 
tion, or the repair or modification in accordance with the procedures provided 
for in the clause of this contract entitled “Changes”. The foregoing provisions 
for adjustment are exclusive and the Government shall not be liable to suit for 
breach of contract by reason of any delay in delivery of Government-furnished 
Property or delivery of such property in a condition not suitable for its intended 
use. 

(b) By notice in writing the Contracting Officer may decrease the property fur- 
nished or to be furnished by the Government under this contract. In any such 
case, the Contracting Officer upon the writtem request of the Contractor shall 
equitably adjust the delivery or performance dates or the contract price, or 
both, and any other contractual provisions affected by the decrease, in accord- 
ance with the procedures provided for in the clause of this contract entitled 
“Changes”. 
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(c) Title to the Government-furnished Property shall remain in the Govern- 
ment. Title to Government-furnished Property shall not be affected by the 
incorporation or attachment thereof to any property not owned by the Govern- 
iment, nor shall such Government-furnished Property, or any part thereof, be 
or become a fixture or lose its identity as personality by reason of affixation to 
any realty. The Government shall maintain adequate property control records 
of Government-furnished Property in accordance with the requirements of the 
“Manual for Control of Government Property in Possession of Contractors” 
(Appendix B, Armed Services Procurement Regulation) as in effect on the date 
of the contract, which Manual is hereby incorporated by reference and made a 
part of this contract. 

(d) The Government-furnished Property shall, unless otherwise provided 
herein, be used only for the performance of this contract. 

(e) The Contractor shall maintain and administer, in accordance with sound 
industrial practice, a program for the maintenance, repair, protection and preser- 
vation of Government-furnished Property, until disposed of by the Contractor in 
accordance with this clause. In the event that any damage occurs to Govern- 
ment-furnished Property the risk of which has been assumed by the Government 
under this contract, the Government shall replace such items or the Contractor 
shall make such repair of the property as the Government directs ; provided, how- 
ever, that if the Contractor cannot effect such repair within the time required, the 
Contractor shall dispose of such property in the manner directed by the Con- 
tracting Officer. The contract price includes no compensation to the Contractor 
for the performance of any repair or replacement for which the Government is 
responsible, and an equitable adjustment will be made in the contract price for 
any such repair or replacement of Government-furnished Property made at the 
direction of the Government. Any repair or replacement for which the Con- 
tractor is responsible under the provisions of this contract shall be accomplished 
by the Contractor at its own expense. 

(f) Unless otherwise provided in this contract, the Contractor, upon delivery 
to it of any Government-furnished Property, assumes the risk of, and shall be 
responsible for, any loss thereof or damage thereto except for reasonable wear 
and tear, and except to the extent that such property is consumed in the per- 
formance of this contract. 

(g) The Government shall at all reasonable times have access to the premises 
wherein any Government-furnished Property is located. 

(h) Upon the completion of this contract, or at such earlier dates as may be 
fixed by the Contracting Officer, the Contractor shall submit, in a form acceptable 
to the Contracting Officer, inventory schedules covering all items of Government- 
furnished Property not consumed in the performance of this contract (including 
any resulting scrap), or not theretofore delivered to the Government, and shall 
deliver or make such other disposal of such Government-furnished Property, as 
may be directed or authorized by the Contracting Officer. Recoverable scrap 
from Government-furnished Property shall be reported in accordance with a 
procedure and in such form as the Contracting Officer may direct. The net 
proceeds of any such disposal shall be credited to the contract price or shall be 
paid in such other manner as the Contracting Officer may direct. 

(i) Directions of the Contracting Officer and communications of the Contractor 
issued pursuant to this Clause shall be in writing. 

9. Award: Subject to all rights reserved herein award will be made as a whole 
to the qualified bidder submitting the lowest acceptable bid. 

10. Ordering Offices: Pursuant to all terms and conditions of this contract, the 
following Corps of Engineers District Offices will place delivery orders covering 
their requirements of Diamond Core Bits and Reaming Shells during the term 
of such contract : 

Mobile District, Corps of Engineers, 2301 Grant St., Mobile, Alabama. 
. Charleston District, Corps of Engineers, 33 Customhouse, Charleston 1, 
3. C. ‘ 

Jacksonville District, Corps of Engineers, 575 Riverside Avenue, Jackson- 
ville, Florida. 

Savannah District, Corps of Engineers, 200 East St. Julian Street, Savan- 
nah, Georgia. 

Wilmington District, 308 Customhouse, Wilmington, North Carolina. 

Baltimore District, 24th and Maryland Avenue, Baltimore, Maryland. 


PROBLEMS OF SMALL BUSINESS 165 


SPECIFICATIONS FOR DIAMOND CORE DRILLING BITS AND 
REAMING SHELLS 


TABLE OF CONTENTS 


Part I—STATEMENT OF WORK 
Par. No. 
SW-1 Description of Work. 


Part II—GENERAL CONDITIONS 
GC-1 Scope of Work. 
GC-—2 Protection of Materials. 


GC-3 Quality of Articles, Materials, and Equipment. 
GC-4 Definitions. 


Part III—SPEcIAL CONDITIONS 
SC-1 Term of Contract. 
SC-2 Commencement and Delivery. 
SC-3 Identification of Supplies. 
SC-4 Use of New Diamonds. 
SC-—5 Government Furnished Reclaimed Diamonds. 
SC-6 Disposition of Reclaimed Diamonds Furnished by the Government and not Utilized 
by the Contractor in Performance of the Contract. 
SC-7 Records to be Maintained. 
SC-8 Payments. 
SC-—9 Test and Replacement of Supplies. 
SC-10 Transportation. 
SC-11 Location of Manufacturer. 


Part IV—TECHNICAL PROVISIONS 


1-01 Diamond Requirements. 
1-02 Blanks. 
1-03 Matrix. 
1-04 Setting. 


Part I—STATEMENT OF WorK 


SW-1 Descrirtion or Work: 

a. Work to be Done. The Contractor shall furnish all labor, materials, plant, 
and equipment to perform, in strict accordance with these specitications all the 
work necessary to manufacture, to prepare for shipment, and to deliver such sup- 
plies, service and materials as are indicated in the Schedule, on U. S. Standard 
Forms 33 and 36, and in the amounts as may be ordered. 

b. Place of Delivery. (1) Equipment and materials supplied under Item Nos. 
A-1 through C-29 of this contract shall be delivered f. o. b. Ohio River Division 
Office Laboratories, Corps of Engineers at 5851 Mariemont Avenue, Mariemont, 
Ohio, except emergency requirements which will be shipped direct to the destina- 
tion shown on the Delivery Order. 

(2) Diamonds reclaimed pursuant to the terms of Item Nos. D-1 through E-1 of 
this contract shall be delivered f. o. b. to the ordering office submitting such bits, 
reaming shells or loose parcels of diamonds for reclamation. 


Part II—GENERAL CONDITIONS 


GC-1. Scope or Work. The work to be performed under this contract consists 
of furnishing all plant, labor, equipment and materials to perform all the work 
required on Standard Forms 33 and 36, in strict accordance with the specifications. 

GC-2. PRorecTION OF MatTertaLt. The Contractor shall at all times prior to 
acceptance protect and preserve all materials, supplies, and equipment of every 
description (including property which may be Government furnished or owned) 
and all work performed. All reasonable requests of the Contracting Officer to 
specifically protect such property shall be complied with. 

GC-8. QUALITY OF ARTICLES, MATERIALS AND EQUIPMENT. (a) Articles, mate- 
rials, and equipment to be incorporated into the werk under the contract shall be 
new and unused unless otherwise specified. (b) Unless otherwise authorized, 
articles, materials and equipment which are specified to be in accordance with 
referenced standard published specifications, as cited in the Technical Provisions, 
shall meet the requirements of the applicable specifications and revisions thereof 
and amendments thereto current on the date of issue of the Invitation for Bids, 

GC-4. Derinirions. Wherever in the specifications the words directed, re- 
quired, ordered, designated, prescribed, or words of like import are used, it shall 
be understood that the direction, requirements, permission order, designation, or 
prescription of the Contracting Officer is intended and similarly the words 
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approved, acceptable, satisfactory, or words of like import shall mean approved 
by, or acceptable to, or satisfactory to the Contracting Office, unless otherwise 
expressly stated. 

Part III—SpecraL ConDITIONS 


SC-1 Term or Contract. The Contractor will be required to furnish and 
deliver core drilling bits, reaming shells and reclamation service listed in the 
schedule in accordance with the accompanying specifications at such times and 
in such quantities as may be ordered by the Contracting Officer during the period 
of one (1) year from date of award of contract. 

SC-2 CoMMENCEMENT AND De.ivery. The Contractor may be required to 
commence work under this contract within 5 calendar days after the date of 
receipt by him of the award. Unless otherwise indicated on each separate 
delivery order, delivery of supplies indicated thereon is to be made within 20 
calendar days after date of receipt of the order. 

SC-8 IDENTIFICATION OF Supplies. Each drill bit and reaming shell sup- 
plied under this contract shall be identified by the manufacturer’s name, serial 
number, matrix hardness and total carats which shall be permanently stamped 
into the blank. 

(a) Each shipment of supplies covered by Item Nos. A-1 through C—29 under 
this contract shall be accompanied by an invoice on which shall be shown the 
following data for each item listed : 

(1) Schedule item number 

(2) Item serial number 

(3) Quantity and grade of new diamonds used 

(4) Quantity of Government furnished reclaimed diamonds used 
(5) Range size of diamonds used 

(6) Manufacturer’s name and address if other than Contractor 

(b) Each shipment or partial shipment of supplies covered by Item Nos. D-1 
through E-—1 under this contract shall be accompanied by an invoice on which 
shall be shown the following data: 

(1) Number of carats of diamonds removed from each size bit covered by 
Item Nos. D-1 through D-29. 

(2) Number of carats of diamonds graded, washed, cleaned and sorted into 
the eight (8) classifications listed under Item E-1. 

SC-4 Use or New DramMonpbs. Except as specified in paragraph SC-—5, only 
new diamonds of equal grade to those submitted in compliance with paragraph 5 
of the Continuation of Schedule will be used in the manufacture of supplies to 
be furnished under this contract. 

SC-5 GOVERNMENT FURNISHED RECLAIMED DIAMONDS. The Government will 
furnish the Contractor with used and reclaimed diamonds from unserviceable 
bits and reaming shells on hand. Unless otherwise specified in the Delivery 
Order, such diamonds shall be utilized by the Contractor to the maximum extent 
possible, consistent with good bit setting practice, in furnishing finished bits under 
this contract. When required, used diamonds shall be supplemented with new 
diamonds as may be required to furnish high quality bits. The Contractor shall 
maintain separate records on all Government furnished reclaimed diamonds 
forwarded by the ordering offices utilizing this contract and he shall not com- 
bine or commingle reclaimed diamonds received from one ordering office with 
those received from another ordering office without specific approval in writing 
from the Contracting Officer. 

SC-6 DISPOSITION OF RECLAIMED DIAMONDS FURNISHED BY THE GOVERNMENT 
AND Not UTILIZED BY THE CONTRACTOR IN PERFORMANCE OF THE CONTRACT. All re- 
claimed diamonds furnished to the Contractor by the Government and not utilized 
in performance of the contract shall be returned to the Government promptly 
upon completion or expiration of the contract. In the event any reclaimed dia- 
monds furnished by the Government are not considered suitable for use by the 
Contractor, a notice of the quantity and complete identification of the shipment 
containing the unsuitable diamonds shall be furnished promptly to the Con- 
tracting Officer together with the reasons the diamonds are not considered suit- 
able for use. Upon receipt of such notice, instruction as to disposition of such 
diamonds will be furnished the Contractor. If, in the opinion of the Contracting 
Officer, rejection of the used diamonds by the Contractor is not justified, the 
Contractor will be required to use the reclaimed diamonds furnished by the 
Government notwithstanding the provisions of paragraph SC-5. 

SC-7 Recorps To Be MarIntainep. The Government will maintain separate 
records on all shipments of (1) bits, reaming shells and loose parcels of diamonds 
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forwarded for reclamation and (2) Government owned reclaimed diamonds for- 
warded for use in the manufacture of new bits. The records to be maintained 
under (1) above will include: 

(a) Number of shipments made. 

(b) ‘Date each shipment goes forward. 

(c) The number of bits and/or reaming shells and the estimated number 

of carats of diamonds contained in each shipment. 

The records to be maintained under (2) above will include: 

(a) Number of shipments made. 

(b) Date each shipment goes forward. 

(ec) Actual number of carats of diamonds contained in each shipment. 
All shipments of bits and/or reaming shells under (1) above will be made by 
prepaid insured railway express. All shipments of loose parcels of diamonds 
under (1) above and Government owned reclaimed diamonds under (2) above will 
be by “Registered Mail—Return Receipt Requested.” Every shipment made pur- 
suant to the provisions of this paragraph shall have included therewith a written 
record of the number of bits and/or reaming shells, and the estimated or actual 
number of carats of diamonds contained in the shipments as the case may be. 
The Contractor shall inspect each shipment received and acknowledge the receipt 
thereof within 3 days after date of receipt of the reclaimed diamonds. The 
acknowledgment shall indicate clearly any discrepancies found in the material 
received and list included with the shipment. Failure to indicate any dis- 
crepancies will be considered as evidence that the shipments was received in 
good conditions and as described. 

SC-8 Payments. Payments to the Contractor will be made in accordance 
with paragraph 7 of the Standard Supply Contract Provisions except that no 
payment will be made for reclaimed diamonds furnished by the Government and 
used in setting of supplies furnished under this contract. Payment will be 
made direct by each ordering office. Invoices covering deliveries under the con- 
tract will be forwarded direct to the ordering office initiating each respective 
delivery order. 

SC-9 TEST AND REPLACEMENT OF SuppLies. The Contracting Officer reserves 
the right to remove diamonds from bits and reaming shells at random in order to 
compare the diamonds with the retained samples submitted by the Contractor and 
the Government standard diamond comparator packets. If the diamonds so 
removed do not conform to the quality standards or if the metal diamond hold- 
ing matrix does not meet the requirements of the applicable provisions of these 
specifications, the Government reserves the right to return all items previously 
furnished under this contract for full credit. Such unacceptable material shall 
be replaced by the Contractor at his expense or if the Contractor has not 
made suitable replacement after a period of 30 days, the Government, at option 
and after due notice to the Contractor, may procure suitable replacement of 
supplies from another source, the difference in cost of which shall be charged to 
the Contractor. 

SC-10 TRANsporTATION. The Contractor shall pay all transportation charges 
on diamonds, bits, and reaming shells covered by Item Nos. A—1 through C—29 of 
this contract from his plant to Mariemont, Ohio. AII shipments shall be made by 
insured Railway Express unless otherwise stated in the delivery order, or re- 
quested by the Contracting Officer. In the event a method of shipment other 
than insured Railway Express or change in destination is directed in the delivery 
order or requested by the Contracting Officer, the Contractor shall comply with 
such request and the invoice covering such shipment shall be supported by a 
prepaid receipt covering transportation. Full credit shall be allowed the Govern- 
ment for the amount of transportation charges for the shipment by insured Rail- 
way Express to Mariemont, Ohio. The Contractor shall pay all transportation 
charges on diamonds reclaimed under Item Nos. D—1 through E—1 of this contract 
from his plant to the ordering office submitting bits, reaming shells, and loose 
parcels of diamonds for reclamation. Such shipments shall be made by “Regis- 
tered Mail.” 

S$C-11 Location or MANvFAcTURER. All bidders must state, in the space pro- 
vided below, the name of the manufacturer of the bits to be supplied and the place 
of manufacture: 
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»ART 1V—-TECHNICAL PROVISIONS 


1-01 DIAMOND REQUIREMENTS. (a) Quality. The diamonds to be used in 
the bits, reaming shells and reaming shell inserts furnished under this contract 
shall conform to the applicable Government standard diamond grade, as defined 


below, indicated for the separate items for setting in the Schedule (Standard 
Form 36) : 


Grade Classijictaion 

WA-1 West African-round 
WA-2 West African-semi round 
WA-3 West African-cast 

C-1 Congo-round 

C2 Congo-semi round 


(b) Quantity. The quantity of diamonds in any bit or reaming shell shall 
be within the quantity range indicated in the Schedule for the applicable item. 

(c) Range Size. The range size of diamonds in any bit or reaming shell 
shall conform to that indicated on each delivery order within the size ranges 
set forth under Item Nos. B—1 through B—5 of the Schedule. 

1-02 Branks. (a) Bits. Bevel-wall and straight-wall bit blanks shall be 
of ‘the nominal size indicated in the separate items of the Schedule and shall 
conform to the designation and requirements of the Diamond Core Drill Manu- 
facturers’ Association. Bit blanks of the M-S8 type, or equivalent, shall be in 
accordance with the current standards of the Diamond Core Drill Mannfactur- 
ers’ Association. 

(b) Reaming Shells. Reaming shell blanks shall be of the nominal sizes indi- 
cated in the separate items of the Schedule and shall conform to the designations 
and requirements of the Diamond Core Drill Manufacturers’ Association. Blanks 
will be required for use with both the swivel or rigid type single or double tube 
core barrel equipment, and the number required of each type will be stipulated 
in each separate delivery order. 

1-038 Marrix. The matrix used in diamond settings shall be a sintered powder 
metal consisting of cobalt, nickel, tungsten, copper, iron aluminum or molyb- 
denum. The hardness of any matrix shall conform to the limits shown under 
each applicable item of the schedule and as specified on each delivery order. 

1-04. Serrrnc. (a) Bits. All bits shall be mechanically set by the sintered 
powder process. Either the hort or cold pressed method shall be employed. 
Setting shall be conducted so as to effect simultaneous forming and bonding of 
the crown to the bit blank. Bit crowns which show evidence of supplementing 
the bend between matrix and the blanks by brazing, welding, soldering or prim- 
ing will not be accepted. 

(1) Diamonds. The diamonds shall be set in a single layer and so arranged 
as to size, location, and best face orientation as to produce the most efficient 
cutting action. 

‘(2) Shape of Face. Bits shall be set with either a double round nose, single 
round nose or flat nose, as may be designated in each delivery order. Regard- 
less of the percentage of bits ordered for each type of face construction, there 
will be no adjustment in the unit price bid for setting. 

“(3) Waterways. Each bit beginning with Size EX through Size AX, BX, NX, 
EXM, AXM, BXM and NXM shall be provided with at least two and not more 
than four waterways. Each delivery order will specify the number of waterways 
required. Eac h bit beginning with size 2-%’’ x 3-%’’, and through size 4’’ x 514’’, 
4- % x 6-%"", 4’’ x 4144, 6 x 6%4"", 6’ x 8.3% "7, 8’’ x ‘8-146’, 10’’ x 101% shall be 
provided with at least 4 and not ‘more than 12 waterways. Each delivery order 
will specify the number of waterways required. Waterways shall be equally 
spaced around the periphery of the bit and may be parallel to or slightly spiraled 
witti respect to the drilling axis of the bit. 

(b) Reaming Shetis. 

(1) Strips. All reaming shells shall be strip type construction and mechani- 
cally set by the sintered powder process. Each strip shall be approximately 
%<’ in width by 1-%’’ in length. Each strip shall be securely brazed into close 
fitting slots of the reaming shell. 

(2) Diamonds. The diamonds in each strip shall be set in a single layer and 
so arranged as to size and location as to produce the most efficient reaming 
action. 

(3) Projection of Strips. The outside diameter of the set reaming shell shall 


be in accordance with the current standards accepted by the Diamond Core Drill 
Manufacturers’ Association. 
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(4) Waterways. Each reaming shell shall be provided with at least two and 
not more than three waterways. Waterways shall be equally spaced around the 
periphery of the shell and may be parallel to or slightly spiraled with respect to 
the longitudinal axis of the shell. Each Delivery Order will specify the number 
of waterways required. 














BIT BLANK DIMENSIONS 
MIN. 0.0.- 6.122 
MAX.0.D.- 6.128 Ake" 
MIN. I.D.- 4.747 \_ 4 


MAK. 1.D.- 4.753 1%" 
2 
1 se. tamenos 





ELEVATION 
BIT BLANK 


34,” 
MIN, 0.D.-6.16I 47% a 


SET BIT DIMENSIONS 





MAX.0.D.-6.17) 
MIN. I. D.- 4.470 


DEPTH OF THREAD 332" 


ELEVATION 








et. er 


DETAIL FOR NON-STANDARD 


BEVEL WALL CORE BIT 
NOT TO SCALE 








170 PROBLEMS OF SMALL BUSINESS 


Mr. Muurer. Now, these three laboratories that you say are used 
for testing of diamonds that are offered to the Army Corps of Engi- 
neers, will you tell us where they are located ? 

Mr. Nessrrr. Yes, sir. I would be happy to. The nearest of those 
three laboratories is in Cincinnati, Ohio. fis official title is Ohio River 
Division Laboratories, Corps of Army Engineers, Mariemont, Cin- 
cinnati, Ohio. 

A second laboratory is the laboratory located in Dallas, Tex. Its 
official title is Southwestern Division Laboratory, Corps of Engineers, 
United States Army, Dallas, Tex. 

The third laboratory is the North Pacific Division Laboratory, Corps 
= Engineers, United States Army, North Pacific Division, Portland, 

reg. 

Those three laboratories do all our control testing. 

Mr. Mutter. How long a time elapsed between your invitation to 
3 and your testing and then between that and your awarding of the 

id ? 

Mr. Nesgrtr. The procedure is this, that the time requirement there, 
or the time lapse, is a function of the order. Obviously, on a large 
order the laboratory would want a larger sample, as the specs will 
indicate, so that a time factor sufficient to permit the laboratory to 
check, we will say, 50 carats of diamonds, if it is an average order, of 
each type of diamond that you are bidding on, plus a sample bit in 
each of the bit categories, would be required. 

I would say, sir—and I speak now without immediate reference to 
time, and I might even be corrected by those very guide specifications— 
I think they stipulate a minimum time allowed—30 to 90 days would 
be permitted the laboratory to test these materials, depending on the 
size of the contract. 

Mr. Mutter. Has there been any request to set up a testing labora- 
tory on the east coast ? 

Mr. Nessrtr. No, sir. We have not been asked to do that. Those 
three laboratories happen to be three of our busiest routine testing 
laboratories, testing dipivore of material, and especially equipped for 
that, and we have not had any request that we have a laboratory nearer 
to the east coast. 

Mr. Muurer. Are those testing facilities at those three laboratories 
available for use for other departments of Government ? 

Mr. Nessirr. I am not in a position to say. Normally they operate 
within the funds which we have available for particular programs 
for the year, so that I would say, by and large, they would operate 
within the corps. I think I could also say that it would be exceptional 
if they have furnished services for other agencies unless a request has 
come through to the Chief of Army Engineers, we will say, from the 
Secretary of the Interior or Department of Commerce, in which case,. 
I am sure, if we were in a position to do the work, the work would be: 
done on a cost-reimbursable basis. 

Mr. Muturrr. Do you know of any such requests that have been 
made to the Army Corps of Engineers by any other department of 
Government? 

Mr. Nessrrr. I personally do not, sir, from any outside agency, no.. 

Mr. Mutter. Have there been any complaints about your specifica-- 
tions that you have been using since November 1951? 
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Mr. Nessirr. No, sir, there have been no complaints. There have 
been requests of the district engineer to issue them, if received, but no 
complaints, sir. 

Mr. Mutrer. And you know of no written complaints to the Army 
Corps of Engineers asking that they change these specifications ¢ 

Mr. Neseitr. No, sir; I know of none, sir. 

Mr. Mutter. Now, I think you indicated that all of your procure- 
ment for industrial diamonds and diamond bits and reaming shells 
has been on a competitive-bid basis. 

Mr. Nespirr. Yes, sir. 

I should qualify this, too, I think, at this point, with this statement, 
that in the civil-works functions of the Corps—and those are the 
functions for which I can speak here this afternoon—they are all on a 
competitive basis. 

r. Muurer. Have there been any complaints that you know of 
that the competitive-bid basis is not the best manner of procurement 
for the Army Corps of Engineers of these items? 

Mr. Nessrrr. No major complaints. There have been frequent sug- 
gestions from our own laboratories about methods, perhaps, of expe- 
diting the time between the testing and the review, but no complaints, 
I should say, either from the industry or from our people about the 
procedure. 

Mr. Mutrer. You know of no requests, then, to change over from 
competitive bidding for these items to negotiated contracts ¢ 

Mr. Nessirr. No, sir. . 

I will qualify that by saying that there might have been verbal 
requests, but nothing in writing. There might have been verbal 
requests from some of our old offices which, before 1951, lacking a 
standardized procurement procedure, had made negotiated purchases, 
and which perhaps in the meantime might have asked verbally whether 
we would ever return to that or could return. 

That has never been received in writing, nor have we ever deviated 
from the present policy since 1951. 

Mr. Mutter. In the procedure that you are using for competitive 
ee is there provision made that if a prospective bidder wants 
to bid for a smaller quantity than called for, that he can submit a bid / 

Mr. Nessirr. I think there is, sir. You put your finger on an 
item that I did not bring out as a sample, but I think we have had 
occasion where an open-end form of contract was permissible, per- 
mitting a bidder to supply if he had the materials which qualified 
and if he could supply the bits or diamonds that were needed for the 
Leet I think there have been instances. I do not have any OX samples 
with me. 

Mr. Muursr. Now, for instance, on the typical invitation to bid 
which is now a part of the record, on page 6 you have one item at the 
very top of the pase The item is B-2, and it refers to a quantity of 
5,000 carats, and broken down into 6 different classifications. 

Mr. Nessirr. Yes, sir. 

Mr. Mutter. If I were a prospective bidder and had diamonds 
which came within those classifications, but only to the extent of 2,000 
carats, could I respond and offer to sell them on this bid? 

Mr. Nessitr. I would say this. I do not see why you should not 
and if the district engineer felt that your carats, your diamonds, were 
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measuring up to the laboratory standard, I am quite confident he 
would accept it, providing you as a supplier, you see, could keep ‘the 
program of stocking bits up. That occasion I do not believe has 
arisen, but I do not see why it should not. We have had it happen in 
other categories, in the drilling of test holes, where small operators 
have been “requested to do drilling jobs, if they could take a smaller 
job and do it at a unit price which qualified them. 

Mr. Murer. I note that this particular invitation to bid is dated 
August 31, 1955, and the closing date is fixed as October 3, 1955, for 
the opening of the bids. 

Mr. Nesprir. Yes. 

Mr. Mutrer. Do you think that that would give small dealers an 
opportunity, if they did not have, for instance, the item of 5,000, but 
one had 1,000 and another had 2,000, that several small bidders could 
get together and lump their bids to meet this invitation ? 

Mr. Nessirr. I think it would, sir. The testing part of the labora- 
tory end of it is not a time-consuming thing, and I think if 2 or 3 small 
suppliers could band together and say, “We are interested in that 
job; let us send a collective sample, 2,000 carats apiece, under the names 
of Jones, Smith, and so-and-so,” that they would definitely be ac- 
cepted. 

There again, that situation has not arisen, nor has a complaint been 
cited under it, to my knowledge. 

Mr. Murer. Has the Army Corps of Engineers received any com- 
plaints that the small-business segment of the diamond industry does 
not get an opportunity to bid on these, or answer your invitations ? 

Mr. Nespirr. We have not, sir, here in these civil functions of the 
corps, for which I speak. 

Mr. Mutrer. Do you stockpile any of these items ? 

Mr. Nespirr. We definitely try to avoid the stockpiling. In the 
first place, our funds are such that we cannot afford to build up a 
backlog of this type of material. The only stockpiling our districts 
are permitted is a sufficient amount to do an emergency foundation 
drilling job or an anticipated, authorized river and harbor project. 
So stoc ‘kpiling i is not emphasized. In fact, it is not encouraged. 

Mr. Mcurer. Do you know what other ‘Government agencies pur- 
chase industrial diamonds? 

Mr. Nessirr. The one which IT am most familiar with by virtue of 
comparing their investigations with diamond bits is the United States 
Bureau of Mines, which I would say would be a comparable buyer of 
this same category. 

Mr. Murer. Has the General Services Administration been in touch 
with your office in connection with these procurements ? 

Mr. Nessirr. Not to my knowledge, sir. 

Mr. Mutter. How about the Commodity Credit Corporation ? 

Mr. Nespirr. Not tomy knowledge: either of those agencies. é 

Mr. Mutrer. There has been no attempt on the part of any of those’ 
agencies to consult with your office as to whether your specifications 
are better than theirs or theirs better than yours, or whether’ your 
manner of procurement is better than theirs, or theirs is better than 
yours ? 

Mr. Nessirr. I have no knowledge of such an approach, sir. 
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Mr. Mutter. Can you tell us the total amount of industrial diamonds 
your agency has bought each year since 1951 ? 

Mr. Nessrrr. I cannot give you each year, sir, since then. I could 
say that in the year for which we set this specification up, it was my 
estimate that we would be buying on the order of $150,000 worth of 
diamond bits. 

Mr. Mutrer. Would you say that each year since, you bought more 
or less than that ? 

Mr. Nespirr. 1951 and 1952 were pretty active and would be about 
the same. I have no figures on purchases, inasmuch as we here in 
Washington are not a central clearinghouse, except to see that specifi- 
cations issued are conforming to the norm that we have established. 

Mr. Moutrer. Could you supply us for the record the total quantity 
purchases for each of these subsequent years ¢ 

Mr. Nessrrrt. I donot believe I could, sir, without canvassing our dis- 
tricts. That would be a fairly large job. We have forty-odd dis- 
tricts, each district engineer buying under these conditions here, and 
they would have to dig up a good deal of information. 

I can repeat, for the benefit of the record, that the year in which 
we placed this in operation, this specification, it was higher than 
$150,000, and I would say that this present year, in which in New 
England and the Northwest and other areas we are busy with flood- 
control projects, it would be quite similar. 

Mr. Muurer. Mr. Riehlman? 

Mr. Rrentman. I wonder if you could give us a little information 
about the background of personnel that vou have in these laboratories. 
Are they specialists in the diamond field ? 

Mr. Nessirr. Each of these men who is in charge of the inspection, 
testing, and approval of the diamonds, is a professional petrographer. 
He is a graduate student and geologist and a microscopic analyst and 
petrographer. He is a mineralologist. He knows his minerals. He 
knows the principal requirements in stone shape, stone setting in the 
bit, a proper matrix, hardness of the metal in which the diamond is 
imbedded, bit shape, and so forth, that are consistent with the various 
types of rock for which that bit is to be used. 

And I again tip my hat to the United States Bureau of Mines for 
the liberal information they have passed out to the public as well as 
to Government agencies in information circulars on the wealth of re- 
search which they conducted on this very item of diamond bits. 

Mr. RrewimMan. So you have at least one person in each of the 
laboratories with that type of qualification ? 

Mr. Nespirr. I think we can now say, at least two specialists in each 
laboratory, with assistants. 

Mr. Rrentman. Do I understand correctly that you buy the dia- 
monds and then buy the bits separately, or do you pass on the qualifi- 
cation of the diamonds and then buy them in a one-package deal ? 

Mr. Nespirr. You are correct in the latter statement. We pass on 
the qualifications of the diamonds and the bit as a sample which is 
submitted to us by all the bidders. If we in this room were bidding 
on one of these orders, each of us would submit the requested number 
of sample diamonds in each of the 5 eategories—you have 5 categories 
of diamonds, depending on their quality, which we have used—and 
each of those grades would be represented, let us say, by 50 carats, and 
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those would be measured against the comparative samples, all of 
which are uniform, in each of the 3 laboratories, and each sample thus 
qualified or disqualified by not coming within the number of stones 
per carat, the total carat weight, or the shape of the stones, and various 
requirements just on that one item of diamonds. 

So, too, would the bit which we would all submit under this order 
be subjected to testing. The bit would be tested for hardness. We 
have a penetrometer machine which, by forcing a diamond point into 
the metal, indicates whether or not that metal in which the diamonds 
are set or are imbedded has the proper hardness. It is known as the 
Rockwell C test for the abrasion of the metal which retains the 
diamond. 

Mr. Rren_man. Do you actually procure the diamonds as the Corps 
of Engineers and then procure the bits separately ? 

Mr. Nessirr. I should say primarily we procure bits. Now and 
then we have a few areas in eke a few used bits are available and 
for which, by resetting, we can make them reusable, and in such 
instances the stones are bought, you see, to qualify for reuse. 

Mr. Rreximan. The thing that I would like to get clear in my 
mind is this, sir, whether you buy the actual diamonds or whether 
you just pass upon the quality of the diamonds and then permit the 
company with whom you make a contract for the bit to procure the 
diamonds and sell you the packaged deal. 

Mr. Nessrrr. In most instances, the man who makes these bits has 
his diamonds. He sends us a sample of the diamonds to this labora- 
tory and a sample of the bit, and we pass on the bit and the diamonds. 

Mr. Rrentman. In other words, you just do not buy the diamonds; 
you pass on the qualification of the diamonds? 

Mr. Nessirr. That is right, sir. The bit is the package. 

Mr. RrentmAn. The bit is the package deal ? 

Mr. Nessirr. Primarily, sir. 

Mr. Rreximan. So primarily you are not an actual procurer of dia- 
monds; you buy diamonds already set in a drill, the qualifications of 
which you have passed on. 

Mr. Nespirr. Correct. 

Mr. Rrenitman. And you have nothing to do with the value so 
far as dollars and cents are concerned ? 

Mr. Nessrrr. On the diamonds to the extent only that if we have 
a certain number of used bits that are worn out, for which we need 
new diamonds 

Mr. Rrenitman. What the chairman and I are interested in is 
whether or not the Corps of Engineers is directly procuring small or 
large amounts of diamonds which might affect adversely or would 
accrue to the benefit of small business. 

Mr. Nessrrr. No. 

= Ramemsiam. You are not really in the procurement »f dia- 
monds ? 

Mr. Nessirr. Diamond bits, sir. 

Mr. Rreximan. Just in diamond bits? 

Mr. Neserrr. That is right, sir. 

Mr. Rienuman. Then, so far as the Corps of Engineers is concerned, 
they have no one who is actually buying diamonds directly ? 

Mr. Nessrrr. No, sir. 
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Mr. Rieuuman. You pass on the qualifications of the diamonds 
and then you tell these people, “This is the type of diamond that we 
will accept in your bid for so many bits’? 

Mr. Nessrrr. That is right, sir. That would be brought out by the 
very page to which we referred once, in which—— 

Mr. Muuter. No. I think what you have done is to state the net 
result of what happens under this type of bidding. 

Now, follow me and see if I am not right. I am sure you do not 
want to confuse the issue. 

I think you want to give us the facts exactly as they are. Mr. Riell- 
man has in mind the question I wanted to ask, and he has asked it. 

But now let us take this specification and see just what the story is, 
and then what actually happens as a result. 

Beginning on the reverse side of the very first page of your typical 
invitation, under item No. 1, “Award,” in very Sate, black type, I 
quote: 

Unless otherwise provided in the schedule, bids may be submitted for any 
quantities less than those specified; and the Government reserves the right to 
make an award on any item or a quantity less than the quantity bid upon at 
the unit price offered unless the bidder specifies otherwise in his bid. 

Now, then, we go to the details of his specifications. On page 3 you 
have: “Bits, blank,” and so forth. 

On page 4 you have “Bits, blank,” and then other items, blanks, with 
more details as to descriptions. 

Down at the bottom of page 5 you call for specific classifications of 
carats of diamonds. Now, that is unset industrial diamonds; is it not? 

Mr. Nespirr. Yes, sir. 

Mr. Muurer. And then continuing on, page 6 again, various classi- 
fications and the quantity of carats of industrial diamonds again, not 
a part of bits and not in reaming shells; is that right ? 

Mr. Nessirr. These are diamonds. 

Mr. Mutter. These are diamonds? 

Mr. Nessirr. Yes. 

Mr. Mutrer. And thesame on page 7? 

Mr. Nessirr. Correct, sir. 

Mr. Mutrer. And then beginning on page 7, after the item B-5, 
which is the last of the industrial diamonds, called for as industrial 
diamonds on page 7, you then have several items of service charges. 
You want people to bid for services for setting diamonds in the bits? 

Mr. Nessrrr. Yes. 

Mr. Mourer. Right. And then you have several items of that kind. 
And then you go down to page 8, where you have more service charges 
for setting diamonds in bits; right ? 

Mr. Nessrrr. Right, sir. 

Mr. Mutter. And the same is on page 9, the service charges for 
setting of diamonds in bits ? : 

Mr. Nessirr. Yes. 

Mr. Mutter. And I think then you get on to page 10, and you call for 
service charges for setting in reaming shells? 

Mr. Nessirt. Yes. 

Mr. Mutrer. And you continue on there to page 11, more setting of 
diamonds in reaming shells, and then on page 12 you have service 
charges again for setting diamonds in blank Bits, 

Mr. Nessirr. That is correct. 
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Mr. Murrer. And then when you get to page 13, toward the bottom 
of the page, you have a separate service charge to be bid on for re- 
moving diamonds from unserviceable bits; right ¢ 

Mr. Nespirr. Yes, sir. 

Mr. Murer. And then you have still further items of services where 
vou ask them to bid for grading and washing and cleaning and sorting 
the diamonds removed ¢ 

Mr. Nessirr. Yes. 

Mr. Mutter. So in the one bid you eall for all these different items, 
and the procurement officer has the choice of taking that which he 
thinks is going to give the Government the best buy, either in bulk or 
any part of it; right? 

Mr. Nessirr. Right, sir. 

Have I confused the question in the sense that I have not made it 
clear that we were talking about the Corps of Engineers being in the 
diamond procurement business! We are in the procurement business 
to the extent that an order like this of diamonds is necessary to replace 
the bits——— 

Mr. Murer. In other words, what you meant to say is that you 
would not buy any diamonds except as you have a use for them in con- 
nection with bits and reaming shells? 

Mr. Nespsirr. Yes. That 1s my answer, sir. 

Mr. Rivuiman. I am still not clear, Mr. Chairman, whether or not 
the Corps of Engineers buys the diamonds directly themselves and fur- 
nishes the funds or whether you permit the people who are bidding to 
furnish the bits with the diamonds in, to procure the diamonds that 
you O. K. 

Mr. Nessirr. We are buying them. Let us take page 6 as an 
example. 

Mr. Rieniman. Yes. But before you said to me, and I think the 
record will so state, that you only procured diamonds for the replace- 
ment of diamonds in bits from time to time. 

Mr. Nessirr. Well, I will correct the record on that. These are pur- 
chased for a given number of bits to be used. 

Mr. Rieutman. All right. Then you buy the diamonds? 

Mr. Nespirt. Yes, sir. 

Mr. Rrerutman. And you furnish them for the people that produce 
the bit ? 

Mr. Nespirr. Well, yes and no. I mean, the same person that sets 
the bit will be bidding on the supply of his diamonds. That is the 
point. 

Mr. Muurer. Let us get it clear. Somebody can come in and give 


you a bit completely assembled with the diamonds in accordance with 
these specifications / 


Mr. Nessirr. That is right. 
Mr. Mutter. You may get somebody who will offer the bits to you; 
the second person offers the diamonds; and one or both of them may 


be the low bidder for giving you the service and putting the diamond 
into the bit ? 


Mr. Nespirr. That’s right. 
Mr. Mutrer. On the other hand, you may get a third or a fourth 


bidder who comes along and gives you the low bid for the bit with the 
diamond completely set ? 
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Mr. Nesprrr. That is right. 

Mr. ‘Riewnman, Of course, Mr. Chairman, the statement that he 
made previously is incorrect. 

Mr. Nessirr. That is incorrect. 

Mr. Rresiman. It was corrected by this one-package deal. 

Mr. Nessirr. I stand corrected in that sense. The answer that was 
just given is the exact procedure. 

Mr. Murer. Now, did you say—correct me if I am wrong, and do 
not let me put words in your mouth—that it works out in practice that 
most of the low bidders will supply the bit and the industrial diamonds, 
also ? 

Mr. Nessittr. That is the rule instead of the exception. 

Mr. Rmuiman. Then, Mr. Chairman, for the committee’s informa- 
tion, would it be possible for you to tell us the percentage of the bits 
bought complete in a one-package deal and the percentage of the bits 
procured where you buy the diamonds and then have the bidder fur- 
nish the bit for the diamonds that you have purchased? Do you have 
any way of giving us that! 

Mr. Nessitr. I will make an educated guess, sir, that would have to 
be substantiated by a review of all these procurements. I would say 
a safe educated guess would be 85 to 90 percent would be the supply of 
the bits. 

Mr. RrewitmMan. With diamonds and all? 

Mr. Nespirr. That is right ; the entire project. 

Mr. Rirutman. Complete? 

Mr. Nessirr. The entire order. I would say 90 percent would be a 
very safe answer to your question. 

Mr. Rrentman. Then about 10 percent would be where the Corps of 
Engineers actually buys the diamonds themselves and furnishes them / 

Mr. Nessirr. That is correct; yes. 

Mr. Rresiman. I think that is sufficient. 

Mr. Nespitt. Yes; I think that would be a very safe estimate. 

Mr. Rreuiman. We do not need to ask for any more information. 

Mr. Nessrrr. I am sorry to have confused that issue. 

Mr. Rrenuman. Thatisallright. I want to get it clear now. 

Mr. Nessrrr. I am glad you did, sir. 

Mr. Rrenuman. As to whether you are actually in the procurement 
of diamonds. 

Mr. Nesprtr. That is right, sir. 

Mr. Murer. And the diamonds in the bits wear out with use? 

Mr. Nessirr. That is right. 

Mr. Murer. And you do not discard the bit, but you call for bids 
to-— 

_ Mr. Nessrrr. Melt out those old diamonds—— 

Mr. Mutrer. Take out the old diamonds and replace them with new 
ones, and have a serviceable bit again ? 

Mr. Neseitr. That is right. I think that would take care, sir, of 
the 10 percent, too, very frequently. 

Mr. Muurer. These men in your laboratories who do the testing 
and analyzing and comparing to make sure that what is offered is 
in accordance with the sample submitted with the bid, can they ap- 


raise the value of these diamonds? Are they competent to appraise 
he value ? 
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Mr. Nessrrr. They make an estimated appraisal of the salvageable 
material in a used bit. It is an estimated appraisal. 

Mr. Mutter. How about the new diamonds? Are they competent 
or expert enough to appraise the value of those ? 

Mr. Nessrrr. They are, sir. They are seeing now and have seen 
for the last 5 years diamond bits passing their eye continuously with 
that in mind, judging the quality of the bit as well as the salvage 
value of diamonds in old bits and the type of diamonds suitable for 
replacement. 

Mr. Muurer. These men in these three laboratories that you have 
been telling us about are full-time employees of the Corps of Engi- 
neers ¢ 

Mr. Nesserrr. Full-time professional petrographers, microscopic 
petrographers. 

Mr. Rresuman. Mr. Chairman, could I ask a question ? 

Mr. Mutter. Yes, sir; of course. 

Mr. Rrextman. Do you feel that the people you have as specialists 
in your laboratories, would be able to pass on the quality of diamonds 
for grinding wheel dressings and for shaping, coring, and other tools? 

Mr. Nespitr. They have not been doing or engaged in such work, 
sir. We have had several instances in which we have been asked to 
check the durability of sample grinding wheels by either subjecting 
them to an abrasion test in the laboratory or to a petrometer test, 
but it is the exception instead of the rule to deal with industrial tools. 

The principal machinery for which these laboratories were set up 
was checking the coring bit, the diamond coring bit, for foundation 
investigation. 

Mr. Rrentman. And they would be specialists in that field ? 

Mr. Nespitr. They are specialists in that field, sir. 

Mr. Rreutman. That is all. 

Mr. Motrer. Thank you very much for your cooperation. 

Mr. Nesprrr. It has been a very pleasant experience. 

Am I excused, sir ? 

Mr. Mutrer. Yes,sir. Youare. Thank you, sir. 

Mr. Sharpe, of BDSA. 

Mr. Sharpe, will you identify yourself for the record, please ? 

Mr. Suarez. Harry B. pneaee Deputy Director, Miscellaneous 
Metals and Minerals Division, Business and Defense Services, De- 
partment of Commerce. 

I have Miss Marguerite Dotye here, too. 

Mr. Muurer. Will you bring her up to the table with you, sir? 

Now, Ithink we ought to find out all about diamonds. 


STATEMENT OF HARRY B. SHARPE, DEPUTY DIRECTOR, MISCEL- 
LANEOUS METALS AND MINERALS DIVISION, BUSINESS AND 
DEFENSE SERVICES ADMINISTRATION, DEPARTMENT OF COM- 
MERCE; ACCOMPANIED BY MISS MARGUERITE DOTYE 


Mr. Mutter. Mr. Sharpe, what is the nature of your duties in your 
Division ? 

Mr. Suarre. The Division is presently without a Director and I am 
acting as Director. The Division has the assignment of approximately 
150 metals and minerals of which industrial diamonds is one. 
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Mr. Muurer. That is, distribution and requirement of Government 
agencies ¢ 

Mr. Suarre. The distribution mostly in times of emergency, in allo- 
cation, you might say, in emergency times. But at the present time 
we have the responsibility for developing requirements, both for the 
military and industrial uses. 

Mr. Motrer. Can you give us any figures that are not classified as to 
the requirements for industrial diamonds? 

. SHarpe. It is pretty hard to give you the requirements. We can 
give you the import figures. But the crushing bort is usually the one 
that is in shortest supply, and most of the time the industry claim 
that they do not have enough bort for their needs. We have import 
figures, if you would like to have those. . 

Mr. Mutrer. You may give them to us, if you will, please. 

Mr. Suaree. How far back would you like to go, sir? 

Mr. Morrer. 1951. 

Mr. Suarpre. In 1951, the total imports of industrial diamonds was 
12,287,407 carats. 

r. Rreuitman. That is in carats? 

Mr. Suarre. Carats. 

Mr. Mourer. Can you give us the dollar equivalent for that ? 

Mr. Suarre. No,sir. Wedonothavethat. We could get it. 

In 1952, 13,693,627; 1953, 13,517,885; 1954, 13,980,556, 1955, 15,- 
109,555; 1956, January through May, 6,786,763 carats. 

These imports include the amounts that go to stockpile, CCC, and 
to industry. 

Mr. Muurer. Are there any public figures of what went to industry 
in each of these years ? 

Mr. Suarre. Only by elimination. 

Mr. Mutter. That brings me to the other question. Are the figures 
public as to what went into the stockpile ? 

Mr. Suarre. No, sir. 

Mr. Mourer. That is classified ? 

Mr. Sarre. Yes, sir. 

Mr. Muurer. Can you supply that to the committee, not for the 
public record and not for publication. 

Mr. Sarre. I think the Emergency Procurement Service, General 
Services Administration, is in a better position to supply those figures. 

Mr. Muurer. Have there been any allocations oF industrial dia- 
monds by your agency to private industry in the country ? 

Mr. Suarre. During the Korean emergency there was some in- 
formal assistance given to industry. It was mostly in the form of 
crushing bort, of which there was the greatest shortage at that time, 
and we had records of who was receiving the bort from the syndicate, 
and we gave some informal assistance, not direct allocation, not official 
allocation. Dt 

Mr. Mutter. Are there any other figures you have available as to 
the utilization of industrial diamonds in the market that you could 
give us that are not classified ? 

Mr. Suarpr. You mean by end use, sir? 

Mr. Mutter. Yes. 

Mr. SHarre. We did have such information during 1951-52, but 
nothing since then. 
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Mr. Mutter. Can you give us the information for 1951-52 ? 

Mr. Suarre. We do not have it with us. 

Mr. Maness. Mr. Sharpe, is there any necessity or requirement for 
industrial diamonds today for stockpiling, both the supplemental and 
the strategic ? 

Mr. Suarpe. We believe so, yes, because we have to depend 100 
percent on foreign sources for material. 

Mr. Maness. The other day in testifying before the committee, I 
believe either GSA or ODM stated—I believe it was GSA who stated— 
that they had no need for industrial diamonds for either the supple- 
mental or the strategic stockpile. 

Mr. Suarre. I misunderstood your question. 

You mean, at the present time # 

Mr. Maness. At the present time. 

Mr. SuHarre. There have been minimum objectives, long-range ob- 
jectives, and supplemental objectives established. I do not know 
whether those have been met or not. 

Mr. Maness. Which agency would know whether they have been 
met ? 

Mr. Saree. That is the General Services, Emergency Procurement. 

Mr. Maness. If the General Services Administration testifies to the 
fact that they have met their objectives, both in supplemental and 
strategic stockpile, then that fact would be accepted by your agency ? 

Mr. Suarre. If the three objectives have been filled, yes, I would 
say. 

Mr. Maness. Yet the other day on July 9, specifically, Dr. Flem- 
ming issued a directive authorizing GSA to purchase industrial dia- 
monds, and GSA at the same time, 2 or 3 days later, testified there 
was no need for it. Where would the error occur that the request was 
made ? 

Mr. Suarre. Lamsorry. Icannot answer that. 

Mr. Maness. Does Dr. Flemming depend upon your agency for the 
information necessary to establish the need for the industrial 
diamonds? 


Mr. Suarpe. It is an interdepartmental committee that prepares 
the data. 


Mr. Maness. Are you a member of that interdepartmental com- 
mittee ? 

Mr. Suarpr. Yes, sir. 

Mr. Maness. At any meeting were the industrial diamonds dis- 
cussed, the need, for instance ? 

Mr. Suarrr. Yes, there have been several meetings on industrial 
diamonds to develop emergency requirements and emergency supply. 

Mr. Maness. Wasa conclusion reached that there was a necessity for 
the purchase of diamonds or was the conclusion reached that there were 
enough diamonds in the stockpile? 

Mr. Suarre. Originally, the original meetings were establishing the 
amount required in our estimation for an emergency period. Those 
figures are classified. But what is called the basic data sheet for estab- 
lishing stockpile objectives, they are subject to periodic review. 


Mr. Maness. And this committee met to establish the review for 
the need for industrial diamonds? 


Mr. Suarre. Well, it is one of 74 stockpile items. 
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Mr. Manzss. And the conclusion reached at that meeting was trans- 
mitted to Dr. Flemming? 

Mr. Suarre. The basic data was presented to the Office of Defense 
Mobilization. 

Mr. Manegss. And then he would make the determination whether 
there was need for more diamonds ? 

Mr. Suarpe. I am very sorry; after it leaves our committee, I do 
not know exactly what happens. 

Mr. Maness. Who are members of that committee, sir? 

Mr. Suarre. A representative of the Department of the Interior, 
General Services Administration, Department of State, Tariff Com- 
mission, Department of Defense, and Department of Commerce. 

Mr. Maness. Do you recall whether GSA indicated there was no 
more need for industrial diamonds? 

Mr. Suarpe. I am sorry, 1 donot know. That is something beyond 
our committee. 

Mr. Maness. Thank you very much. 

Mr. Muurer. Thank you very much. 

Mr. Riehlman ? 

Mr. Rresiman. I have no questions. 

Mr. Mouurer. Mr. Dalmas? 

Mr. Datmas. No questions. 

Mr. Mourer. Thank you very much, Miss Dotye, and Mr. Sharpe, 
for your information. 

Mr. Neilson? i 

Mr. Neilson, will you identify yourself for the record, please ? 

Mr. Nettson. W. La Coste Neilson, vice president of the Norton Co., 
Worcester, Mass., and consultant for GSA. 

Mr. Mutter. In what field? 

Mr. Netzson. In the industrial diamond field. 


STATEMENT OF W. LA COSTE NEILSON, VICE PRESIDENT, NORTON 
CO., WORCESTER, MASS., CONSULTANT, GSA 


Mr. Mctrer. Are you also a stockholder of that company, sir? 

Mr. Nerrson. Yes; I am. 

Mr. Muurer. The major stockholder ? 

Mr. Nettson. Medium. 

Mr. Muurer. How long have you been a consultant for the General 
Services Administration ? 

Mr. Nemson. Since February 1941. 

Mr. Muurer. To your knowledge, has the General Services Admin- 
istration used anyone else for the appraising of industrial diamonds 
other than yourself ? 

Mr. Nerzson. No one else except assistants from the committee in the 
early days. 

Mr. Muurer. Assistants from whom ? 

Mr. Nemson. From the committees composed of people who had 
had great experience in certain specific operations of diamonds. 

Mr. Mouurer. What is your own background in this field, sir ? 

Mr. Newson. My own background is, first, I was in the steel busi- 
ness, and I became interested in metals and minerals. Then I went 
into the abrasive business, and my primary interest and experience 
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has been in the abrasive industry, in which we use diamonds for manu- 
facturing diamond grinding wheels and in which we also use dia- 
monds for dressing grinding wheels, and at that time I began to learn 
about different uses for diamonds in the machine shop as well. 

We took a great many, and as time went on, the art of using diamonds 
really developed into something that was much more important than 
it had been prior to that time, and I tried to keep pace with that by 
study, by laboratory information, until eventually I learned most of 
the uses of diamonds. 

Mr. Mutter. Do you do much of the buying of diamonds for your 
company ¢ 

Mr. Netrson. I do not do any of it. 

Mr. Mutrer. Who in your company does the buying ? 

Mr. Netzson. The purchasing department. 

Mr. Mutrer. Whois in charge of that department? 

Mr. Nettson. The man’s name in charge of it ? 

Mr. Mutter. Yes. 

Mr. Nettson. George (spelling) S-e-g-u-r-a-n. There is a question 
on the spelling. 

Mr. Muurer. Does he hold any title in the company ? 

Mr. Nerson. Director of purchases. 

Mr. Muurer. How big a company is this Norton Co.? 

Mr. Netson. The Norton Co.? 

Mr. Mutter. Yes. 

Mr. Nermson. You mean, how many people do we employ? 

Mr. Mutter. Yes, sir. 

Mr. Nemson. At the main company or in its—— 

- Muurer. In all its branches and affiliates, 

. Netzson. In all its branches, both in America and abroad ? 
. Muurer. Yes. 

. Newson. Oh, 13,000 or 14,000. 

. Mutrer. How many in America? 

. Netzson. 7,000 to 8,000. 

. Mutter. That is really big business. 

. Nemson. (No eatpeenes 

Mr. Mutter. I say, it is really big business. 

Mr. Netson. It happens to be in quantity the largest abrasive busi- 
ness in the world. 

Mr. Mutrer. Do you know the average amount of industrial dia- 
monds the company buys each year? 

Mr. Nemson. No. They buy two varieties of diamonds. They 
buy crushing bort, which is the cheaper variety of the diamond and 
which is used in grinding wheels. Any diamond is good enough for 
crushing to a powder and putting into a grinding wheel. You can 
take an expensive diamond or a cheaper one and obtain the same resul 
for the simple reason that it is, after all, crystalline carbon, and i 
you reduce it to a small size, that is what is used for impregnating 
the surface of the grinding: wheel which is going to do the grinding. 

The other stones which they buy are dressers for their grinding 
machines, for the machines they manufacture and for the machines 
they use, and they use a great many of those. I have never bought a 
dressing wheel for them, and I have not bought any of the ecashiitig 
bort for them. 
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Mr. Murer. Have you bought any of the diamonds for them? 

Mr. Nettson. None of the diamonds. 

Mr. Mourer. Do you know what—— 

Mr. Netson. I have bought diamonds for nobody except the Gov- 
ernment. 

Mr. Mouurer. Except for the Government? 

Mr. Nemson. That is all. 

Mr. Muurer. There you did not buy them, did you? You were not 
the purchasing agent for the Government, were you? 

r. NEILSON. Well, I passed on them and tried to select good ones. 

Mr. Muurer. Was it your job for the Government to buy the dia- 
monds or to appraise the diamonds? 

Mr. Nemson. It covered both appraisals, particularly appraising 
the diamonds, inspecting them, cad taking delivery of them. 

Mr. Mutrer. And in all these years that you have been doing that 
for General Services Administration, they relied on your say-so as to 
whether they should accept delivery or not? 

Mr. Netson. Yes, sir. They have relied on that, but with reason, 
I believe. 

Mr. Muurer. I am not in any way trying to say you did not know 
your business. I am just trying to establish the facts. 

Now, since the barter arrangement has been in effect—and I think 
that dates back to 1951—we have been told that the arrangement was 
that the diamonds were submitted in accordance with a call and that 
the Government then determined whether they met specifications and 
the value to be placed upon them, and that valuation was binding 
upon the man or firm that delivered the diamonds. Is that in accord- 
ance with your information ? 

Mr. Netson. If I understand you correetly, the barter business by 
the Department of Agriculture—I believe the first barter business 
in diamonds that I know of was in 1954. I do not believe it was as 
early as 1951 or 1952. 

Mr. Mutrer. Well, let us confine ourselves to the period 1954. 

Mr. Newson. Good. 

Mr. Mutter. I think you are correct and I was incorrect in saying 
1951. 

Now, beginning as of that date, in connection with the barter ar- 
rangements, am I right that the Commodity Credit Corporation relied 
on General Services Administration to determine the value of the 
diamonds delivered, and General Services Administration in turn 
relied on you for the valuation? 

Mr. Netson. Yes. 

Mr. Mutter. And the person or firm delivering the diamonds was 
bound by your determination of what the value was? 

Mr. Nemson. He never had to deliver diamonds which he thought 
were more valuable than I did. 

Mr. Muurer. Maybe I misunderstood what was placed on the record 
thus far. Do you mean by that that a man brought in diamonds in 
accordance with a contract, a barter contract, and if he said that the 
diamonds were worth $1 million and you said they were worth only 
$800,000, he had the right to take his diamonds back ? 

Mr. Netson. He had to fill his contract, but he did not need to 
do it with those rn diamonds, which in my opinion may have 
been of second quality instead of first quality, or vice versa. 
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Mr. Muurer. And you say he had the right to take those diamonds 
back and substitute other diamonds in lieu thereof? 

Mr. Netson. In the first transactions, the contract called for a 
certain value of diamonds, and there was an opportunity to look at 
the diamonds, I believe, before the contract was signed. That is 
going back a little far. The general practice has been for me to look 
at the goods that he had to offer and to come into agreement. with 
him as to their value, not by negotiation—by negotiation, yes, but 
not by price discussion. If he thought his goods were very much 
more valuable, then I would not approve it. 

Mr. Muurer. What would happen? Would he take those diamonds 
back and bring you others? 

a Netson. I guess before a contract was made, he had to do some 
of that. 

Mr. Mutrer. What happens after the contract is made? 

Mr. Netmson. Well, after the contract is made, the general practice 
now is that the diamonds have been appraised and sealed and set aside, 
so that we would be sure there would not be substitutions. 

Mr. Murer. What about the valuation ? 

Mr. Netison. Then the contract would be signed and then the final 
inspection would be made, and the differences could not be very great. 
then. 

Mr. Mutter. How could there be any difference ? 

Mr. Netmson. There would not be any except on the question of 
classification. 

Mr. Murer. How could there be any difference if the process is to 
submit the goods and agree on the value and then make the contract ? 
How could there be any difference if the goods are then sealed? Could 
there be any difference then ? 

Mr. Netzson. No, there could not be any difference then. 

Mr. Mutter. Now, I understood that the testimony thus far was that 
in the barter arrangement, the contract was negotiated and called for 
a certain grade of goods and classification of goods of a certain amount. 
Samples would be submitted and inspected, and then the man would 
deliver his diamonds, and you would then appraise the diamonds, and 
if the contract calls for $1 million—I am using arbitrary figures now, 
and none that were used on the record—if the man’s ‘contract: calls 
for $1 million worth of diamonds, and when he made his delivery 
you decided that they were only worth $800,000, the Government 
kept the $800,000 worth, and he still owed you $200,000 worth of 
diamonds? That is what the record shows. 

Mr. Netzson. I do not think that has ever happened. 

Mr. Muurer. Does the contract so provide, do you know ? 

Mr. Netison. The contract provides, I believe, certain tolerances in 
the quantity to be supplied under the contract, but it is a very small 
tolerance. It is a fraction of 1 percent in value. 

Mr. Mutter. In other words, when you say it never happened, you 
mean it never happened to the extent of a difference of 20 percent be- 
tween the contract price and your evaluation of the merchandise 
delivered ? 

Mr. Netrson. No. If a dealer offered diamonds and insured that 
he had his value, he took a certain risk. He was supposed to supply 
that value or be penalized. 
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Mr. Murer. And the penalty was that if your valuation was less 
than the contract called for, he owed the Government that much 
difference in diamonds? 

Mr. Netson. When he made his offer, it has been general practice 
with the dealers to have on hand more diamonds than the value con- 
stituting the amount of the contract. The dealer may have increased 
the quantities in order to reach the total of the contract within those 
limitations which was required. 

Mr. Mvtrer. But that still left you in a position to say on behalf 
of the Government that whatever the diamond dealer delivered was 
or was not in accordance with his contract to deliver a certain dollars 
worth of diamonds? 

Mr. Netson. That is right. 

Mr. Mutrer. Now, again 1 would like to revert to the question that 
T asked which has not been answered, if you can tell us, please, the 
total quantity of industrial diamonds purchased by your company 
each year. 

Mr, Netrson. In carats or in value? 

Mr. Mutter. I would like to have it both ways, if you can give it 
to us. 

Mr. Netson. That, by process of elimination, because we are large 
buyers, might disclose something which is classified information, and 
so [ would prefer not to answer the question. 

Mr. Mutter. We will not quarrel with you as to whether it is classi- 
fied or confidential information, but we will ask you to furnish the 
information to us for use by the committee. 

Mr. Netison. Now, wait. For what? 

Mr. Muurer. Not for the public record; for use by this committee 
and not for the public record. 

Mr. Netson. As to the quantity of diamonds that the Norton Co. 
buys? 

Mr. Mutter. Yes, sir. 

Now, you used the term “classified.” I do not think you meant the 
word “classified,” did you ? 

Mr. Neiwson. Well, if it is confidential, it is classified. 

Mr. Moutrer. Pardon, sir? 

Mr. Netrson. I believe that confidential information is classified; is 
it not ? 

Mr. Mutter. No. The term “classified” is used in connection with 
national defense and national seeurity. Our national defense and 
national security requires that the information not be made public. 

Mr. Netison. Yes. 

Mr. Mutter. Now, if your objection is that, I would like to know 
it. Does that have anything to do with your objection ? 

Mr. Nerson. Let me answer your question so that maybe I can 
satisfy youthis way. The requirement——. _ . 

Mr. Mutter. I do not want to reveal anything that is confidential 
or in the nature of a trade secret. If you think that this information is 
in the nature of a trade secret, that the committee should not know 

Mr. Netzson, I certainly do. 

Mr. Mutter. Then I ask you to furnish it to the committee on a 
confidential basis for use of the committee members only. 











186 PROBLEMS OF SMALL BUSINESS 


Mr. Nerson. I am willing to do that, for confidential use by the 
committee members only. 

Mr. Muurer. I do not want to embarrass you or any other man be- 
fore this committee. I do not want anything on our public record 
that is classified from the viewpoint of national defense or national 
security, and we will not ask any man to put anything on the record 
that may be in the nature of a trade secret. But just as we ask the 
agencies to give us classified information on a confidential basis for 
committee use only, we ask 

Mr. Nemson. Very good, sir. I will be glad to— 

Mr. Muurer. We would like you to give us that confidential in- 
formation. 

Mr. Netrson. I will be glad to give it to you on that basis. 

Mr. Mutter. Very well. Good. We will take it on that basis. 

Mr. Netrson. Only as an estimated figure, because I do not know 
the correct one. 

Mr. Muurer. I am not asking you to give the detailed figure. I 
think for our purposes an approximation, an average over 5 years 
from 1951 to date, an average by years, would meet our purposes. 

Mr. Netison. Yes. 

Mr. Motrer. If you will give that to us? 

Mr. Netzson. It would not come out on the record ; would it? 

Mr. Muurer. No, sir. 

Mr. Netrson. All right. 

Mr. Mutter. Now, the diamonds that your firm uses, the industrial 
diamonds that it buys, are for the grinding wheels and the dressing 
wheels; am I right? 

Mr. Nerson. They are for the manufacture of what we call dia- 
mond grinding wheels, and they are for dressing tools and for dressing 
all types of grinding wheels. 

Mr. Mutrer. You are familiar, are you not, with the national stock- 
pile specification P-19 of April 1, 1949? 

Mr. Netson. Yes; I am familiar with it. 

Mr. Mutter. It is in accordance with that specification that GSA 
has been buying industrial diamonds, both on a dollar basis and on 
a barter basis; is that right? 

Mr. Netrson. That is right; yes, sir. 

Mr. Mutter. Now, does your firm——__- 

Mr. Nettson. Oh, GSA on a barter basis, I don’t know. They have 
bought it on the barter basis for CCC, but they have not bouglit it:on 
the barter basis for themselves. They paid dollars for the diamonds 
that they bought up to 1954. 

Mr. Moutrer. Yes. I understand that. 

Mr. Nerison. And some contracts are not as yet quite completed. 

Mr. Mutter. Yes. The point I was getting at, sir, is, for all pur- 
poses, GSA, whether acting as agent for CCC or on its own, has used 
this same specification, P-19 ? 

Mr. Netrson. That is right. 

Mr. Mutrer. Now, then, referring to the various classes of indus- 
trial diamonds in this specification, have you or your firm bought any 
core-drilling diamonds ? 

Mr. Netnson. No. 

Mr. Mutter. Have you or your firm bought any toolstones? 
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Mr. Nemson. Yes; usually manufactured in tools by those people 
who make tools. 'Toolstones are required for many boring and ream- 
ing and shaping of metals, and as we do a great deal of machine work, 
we have bought such stones, but in comparatively small quantities. 

Mr. Mutter. Have you bought the stones as raw stones, if I may use 
that term, or as part of the tools? 

Mr. Netison. No. We have not made those tools. We have made 
dressers, but not the tools. 

Mr. Mutrer. So whenever you have bought the diamond tools, you 
have bought the assembled tools with the diamonds set ? 

Mr. Nemson. Yes. That would be it. We would buy the tools. 

Mr. Mouurer. And you did not buy the diamonds separately ? 

Mr. Newson. Yes; as manufactured by those companies here in the 
States who make a business of making diamond tools, tools which are 
for cutting metal and other materials. 

Mr. Mutter. Now, how about the item under the specification class 
6, points and elongated stones? Have you or your company bought 
any of that type of stones ? 

r. Nemson. No; not intentionally. We may have received such 
stones in stones which we have bought for dressers. The difficulty in 
buying to a sample is so great that if a diamond dealer today should 
give me 4 or 5 stones as a sample of his first quality elongated stones, 
I would require to see all that he has before I would say that what he 
would sell on the order would be equal to the sample. 

ee diamonds are exactly, alike. It is very difficult to buy to 
sample. 

r. Mutter. How about class 7, described as flats?) Has your com- 
pany bought any of those stones? 

Mr. Nemson. No. They are purchased for really rather special 
operations that we are not interested in. The small flats are used for 
making tools which will be used on forming of grinding wheels or 
making threads in metal, and there are companies which buy thousands 
of those small flats and use them in that way. 

Mr. Mutter. How about these next four classes, classes 8, 9, 10, 
and 11, respectively, which are designated as wire die stones? 

Mr. Nemson. No. We are not interested in drawing wire. 

Mr. Mutter. And class 9, indentures ? 

Mr. Netuson. We are not interested in the hardness testing of ma- 
terials except casually. 

Mr. Murer. And class 10, ballas? 

Mr. Netson. Ballas? Well, I don’t know that we have ever bought 
a single piece of ballas, but we readily might have bought them in the 
old days when we needed them for the dressing of wheels. Ballas is 
used mostly as a dresser. It is a very tough diamond, and it is used 
for dressing certain types of grinding wheels because it is very durable 
and proves economical, although in itself it is a very expensive stone. 
It runs up to a very high price per carat if it is a good ballas. 

Mr. Mutter. How about class 11, carbons ? 

Mr. Netson. Carbons are less important as time goes on, compara- 
tively, anyway: They were the first diamonds used for drilling in 
the ground. They are very expensive. They are called black diamonds 
or carbons. They have a different crystal formation from the other 
diamonds. That is what distinguishes them. And being very expen- 
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sive and rather scarce, and very variable in quality, which is hard to 
determine by looking at them, the people using drills have really 
substituted carbons by using other a cheaper stones. 

There are a great many stones which ‘are so much cheaper that: it 
has been advantageous and economic for the drill people to use them. 
For the drill goods, we have the goods which were re of by your 
first witness today. They are a class of goods which would be more 
easily purchased to sample than any other type of diamonds, A drill 
stone, to be good, comes in three categories, the West African drill 
stone, the Congo drill stone, and the carbon. In the case of West 
African drill stones, the rounder and stronger they are the better 
they are. Some of the finest come from Beak In the trade they are 
called Brazil billiard balls. They may run anywhere between 3 to 
the carat—a carat is a very small stone—a carat itself is one one hun- 
dred and forty-first part of an ounce—3 to the carat to 120 to the 
carat. 

Now, those groupings are classified in different groups, so that there 
are 5 or 6 groups of stones, and the differentiation is by size. But 
it is also by quality. 

If the stones are not substantially all round and perfect, they will 
go into a second quality which is cheaper. There may be a few flats. 
There may be in a large package of drill stones 5,000 carats, and if 
you want to take 5,000 carats and you are supplying 100 to the carat, 
you can see that you have got a large quantity of stones. 

Now, you can have a little sample of that and maybe buy to it 
pretty well, and yet the variation from different mines and different 
sources is considerable. 

There is, therefore, flexibility in the pricing or appraising of those 
stones. You have the first quality and the second quality. Those are 
all good for handsetting in bits. Then we get into a third quality of 
the West African, which is called casting. That is a cheaper variety 
which can be put into a form and molded into a wheel, into the bit, 
so that you get a cheaper bit which you can make that way. 

Then we get down to something comparatively new, what we call 
Congo rounds. Those Congo rounds come from the Belgian Congo 
and are very suitable for a great deal of drilling, All those stones 
are so much cheaper than the old carbons and can be so much more 
accurately handled. You can make a uniform bit that way which 
you could not make with carbons because carbon does not break into 
small particles; you have got something with several hundred cutting 
points on it instead of a half a dozen cutting points. 

Now, carbons—you asked about that—we have had a great demand 
for them in the past. They used to bring a price of $125 a carat. That 
is terrific. That is higher than any industrial diamonds now. That 
is even higher than ballas. But as the demand for them, the require- 
ment for them, has gone down, the price has gone down, and the price 
now is less than half of that for first quality carbons. 

But really we have had them in as a class when we started the stock- 
pile; we needed them. And we have more than we will ever use, in my 
opinion, in the stockpile; maybe not, but we have enough. 

Mr. Muurer. Do you wish to express any opinion about the rest of 
i mop ties diamonds in the stockpile we have enough of 

ose 
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Mr. Newson. Well, I am nota very good prophet. I certainly do 
not think we have too many, and I do not think we have too many if 
we have diamonds instead of agricultural products which are rotting. 

I think the stockpile as designed by the General Services Adminis- 
tration was a good stockpile, and I think the proof of that is that there 
have been very few modifications made, and I think it is worth a great 
deal more money than has been paid for it, and it has been bought 
impartially from anybody that had diamonds to offer when we were 
buying for dollars. 

I do not think anybody has been favored from any cause whatsoever 
in what has been bought, and J think we have a wonderful stockpile. 

Now, the supplemental] stockpile—it is our guess or anybody else’s 
guess whether it is better to have something that is 1 million years old 
and is going to be good for another 1 million years, or wheat out in 
the cornerib. 

Mr. Muurer. Would you care to venture a guess as to how long it 
would take the American industry to use up our industrial diamonds 
in the stockpile? 

Mr. Nettson. To use them up? 

Mr. Muurer. Yes. 

Mr. Nemson. They are becoming more and more popular all the 
time in the mechanical arts. In mining, we go down into the earth 
now 2 or 3 miles with a drill. It is pretty tough to use a drill which, 
when you get down 2 miles, you have to pull it out for a broken tool 
at the end of it. You had better use the best diamond you can. You 
ie have more cost. in shutdown time than you would have for a good 
tool. 

But the use of diamonds is increasing, and I think the field, speak- 
ing as an abrasive man, that the field is very large. We have learned 
that we can do with diamonds a great deal of important:»work on mate- 
rials such as tungsten carbide. If you use some other form of sharpen- 
ing a tungsten carbide tool the chance is you must work very slowly 
and that you may burn it and take the temper out of the edge. Lf you 
use a diamond wheel your success will be much greater in acquiring 
what you want and in a much quicker time. 

So diamonds have become very important and are growing so 
much that it is hard to say whether our stockpile is too large or too 
small. We must remember that the ciamond was only really diseov- 
ered in large quantities in Africa in about the 1870’s. By the turn of 
the century, we did not know how to use diamonds, except in a very 
few things, in a very few operations. 

Now we are learning to use them in more and more operations and 
learning that they are more and more economical. 

As costs of labor go up and materials go up, the diamonds have gone 
up comparatively little. There are many things that have gone up 
much higher in cost but the efficiency of the diamond tool is beyond 
question, 

But there again, the efficiency, the end use to which the diamond 
is put, if you put the wrong diamond on, you will not get very far 
and you defeat yourself. 

Mr. Muurer. How long have you been with your company, sir? 

Mr. Neitson. Oh, just a little matter of 49 years. 

Mr. Muurer. How old is your company 

Mr. Newson. It was incorporated in 1885. 
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Mr. Muurer. Did I understand you correctly that you do not do 
any of the buying and have not done any of the buying for your com- 
pany in industrial diamonds? 

Mr. Neitson. I never have done any of the buying except when we 
were experimenting with crushing bort to try to make diamond wheels, 
I made the first contracts for the purchase of crushing bort. 

Mr. Murer. How long ago was that? 

Mr. Newson. That was in the middle thirties. 

Mr. Murer. And you have done no buying since that time? 

Mr. Neitson. Not a bit; neither for the company nor for anybody 
else. You may well imagine a lot of people have asked me and told 
me that they are going to get married and they would like a diamond. 
And I was the last man in the world that could go to a diamond dealer. 
And I think most of the diamond dealers are really pretty good 
friends of mine and I think that they have had a fair opportunity, 
and I think the diamond people themselves would agree that it would 
be almost impractical to try to buy diamonds to a sample. ‘They 
should buy through negotiation of what they have and what they are 
getting. 
~ Mr. Muurer. In view of the optimistic future you see for indus- 
trial diamonds, would you say that the small-business man in the 
industrial diamond field has got a good opportunity to participate 
in the sale of those diamonds? 

Mr. Neirson. I think he has had that opportunity. I think that 
he will have that opportunity. 

I tell you Mr. Multer, when it comes to this barter business, the other 
angle to it is so important that it becomes almost the more important 
angle, and that is the sale of the agricultural products. 

Mr. Muurer. You do not participate in that part of the program in 
any way, do you? 

Mr. Netson. Not at all, not at all. Iam very glad to help in what 
degree I can in getting payment for what is sold on this barter business. 
It has been a satisfaction to me, because I have felt that we were doing 
something so worthwhile not only for that department but for even 
the good of the taxpayer, because we certainly have acquired a ve 
fine asset in the diamonds that we now have, and I think that has 
helped to benefit the general fiscal position. 

Mr. Mouurer. Mr. Neilson, without intending in any way to depre- 
cate your integrity or your ability or your capacity or your expertness, 
do you think that you are the only man on the east coast—let us not 
say in the whole country—on the east coast who can appraise these 
industrial diamonds for the United States Government ? 

Mr. Netson. No. I think, Mr. Multer, that a great many people 
have during these years learned how to oes industrial diamonds. 
I think they are mostly dealers. I think that the man who is engaged 
in the business would naturally have an interest which would be hard 
to disassociate from his impartial attitude. I think that that is why 
maybe the General Services Administration has been satisfied to have 
= doing this thing, because I have had absolutely no interest or profit 

rom it. 

Mr. Motrter. I am just wondering what is going to happen when you 
decide to take a trip around the world. 

Mr. Netson. I am just wondering sometime what is going to 
happen if an automobile runs over me. I do not know whom I would 
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recommend to carry on this program, and yet, there are people who 
could do it and do it, maybe, better. 

I look at the buyer’s side of it, the prejudice that a man would have 
if he were in the business as a diamond man. I think it is rather 
unique that here am I, a man who has nothing but a patriotic motive 
in this business, absolutely nothing else, no motive for my own com- 
pany. It has never benefited my company. 

I know all the diamond people now. I know Sir Ernest Oppen- 
heimer. I know all the people in London. I know them all over. I 
have, in this work. 

It has been an extensive bit of work. It has run into a great deal, 
and I could pick out men who I think would be qualified to do the classi- 
fying. It would be more difficult to pick out men who are situated 
so that they could do both the classifying and the buying for the Gov- 
ment without partiality. 

I do not think there are very many men who have learned as much 
through study, through some experience with this problem, as I have. 
That isa boast. Allright. I can’t help it, but I would like to impress 
you with that, simply that you might have confidence in me and that 
I do the job correctly. : 

Mr. Muurer. Mr. Neilson, I want you to understand that this 
committee, in asking you to come down here, did not intend to cast 
any reflection or make any intimation that. we did not believe you 
could do this job or that we had any doubt about your integrity. 
We certainly did not intend, by having you come here to testify, to 
cast any slur upon you or the work you have been doing. But I 
think if you were sitting in our position, you, too, would wonder: 
Is there only one man who can do this job, which brings me to the 
next question. 

How about the Army Corps of Engineers? They have three lab- 
oratories. I understand there are two men in each of these laboratories 
doing similar work. Why couldn’t they do this work? 

Mr. Nettson. Well, the evidence given here was that they could 
do work about drill stones, and I have already made the comment 
that posssibly you can buy drill stones to sample better than any 
other form of diamonds. But those men doing that work do not 
know what is going into the bits that they are buying. Ninety percent 
of that purchasing by the Army is by drill bits, and those drill 
bits are not made with the samples that have been submitted and 
looked at, a little handful of them. 

Now, those drill bits must deliver satisfaction to the Army engi- 
neers when they use them, and I don’t know; I was very much im- 
pressed with that evidence that he gave, and I thought 1t was won- 
derful that they had designed a method of purchasing these things 
which was practical and as good as it is. I do not think any of 
those engineers could tell you the difference between other types of 
diamonds. 

Sure, there are mineralogists and crystallographers. They could 
tell you something about them. And any of us can tell something 
about a diamond. If I show you a smooth, octahedral, solid stone, 
it isn’t only good for a toolstone or a dresser. It is a diamond. It 
could be used for almost any purpose. If we should get our inventory 
and our stockpile a bit out of balance, there is a flexibility in the 
end use which is just subject to commonsense. 
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We might be using a stone which costs more than we want to for 
an end purpose. But we have the flexibility there which to me is 
very important. A good dresser might be a good toolstone and vice 
versa. 

Mr. Murer. Have you ever examined the specs used by the Corps 
of Engineers for their diamond purchases ? 

Mr. Netson. Of what? 

Mr. Murer. For their diamond purchases. 

Mr. Netison. Of the Army diamonds? 

Mr. Mutter. The Corps of Engineers specs. 

Mr. Nettson. No; I have never seen that booklet... But 1 know that 
this gentleman knew what he was talking about, and I was very 
interested and I felt fairly well informed and satisfied that they 
were doing a good job. 

Mr. Muurer. I do not pretend to know very much about diamonds, 

even less about industrial diamonds, but it does seem to me that 
there is some ground on which the Corps of Engineers and GSA 
ought to be able to come closer together on their spees. If not on 
all of the di: amonds, since you say the Corps of Engineers does not 
use grinding and do not use grinder stones and some of the others, 
but they do use drilling stones. 

I should think there should be closer alinement, if I can use that 
term. 

Certainly the “specs” at least as to drilling stones. 

Mr. Netison. I do not believe you can buy drilling stones to a 
sample. I donot think it is the way to buy them. 

Mr. Muurer. But they also have grades but they do not coincide 
with your grades. When I say “your grades” I mean the grades, the 
“specs” under which you are buying. If you are buying these indus- 
trial diamonds for the stockpile, certainly they ought to be the type 
of stone that can be used by the Government agencies. 

Mr. Nerrson. They are that type. 

Mr. Mouurer. At least some of them. 

Mr. Nerison. They are those types of stones. 

Mr. Muurer. But the “specs” do not jibe, the very language of the 
“specs.” Maybe it means the same thing. 

Mr. Nerson. What is their language ? 

Mr. Muurer. Let us take two classes here. “Class 1, core drilling 
stones, (a) first quality, 10 to 20 to the carat.” 

Mr. Nerson. That is mine. 

Mr. Muxrrr. And then goes to 20 to 40, 40 to 80 per carat. 

Mr. Netmson. That is correct. Those are the “specs” IL. wrote 
originally and they have copied them. 

Mr. Mutter. The “specs” m the Army Corps of Engineers: 

Grade WA-1, West Africa round diamonds equal to samples retained by the 


Ohio River Division Laboratories for use in setting and reaming shells as specified 


in items A-1 through A—29. The size range per carat shall be specified by each 
delivery order and shall be as follows: 


Nine to fourteen stones per carat, 15 to 19 stones per carat, 20 to 24 stones 
per carat, 25 to 29 stones per carat, 60 to 70 stones per carat. 

You say those are the same “specs” ? 

Mr. Neizson. Those are the same. They are meant to be the same. 

Nobody is going to take 10,000 diamonds and count if they are 24 
or 29 to the carat exactly. They come within the range of 10 to 20 
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per carat, 20 to 40, 40 to 80 to the carat. And I would suggest that if 
the Army Corps “specs” were using our words and our tolerances, they 
would be a little better off than what you have just read to me. Those 
are good “specs” that we are using. 

Mr. Muurer. Not being an expert industrial diamond man, for the 
first time hearing about these, I would say, looking at the two “specs,” 
there is a difference. 

As a Member of Congress I would say if the Government is looking 
for items of this kind, there should be no difference in the “specs.” 

Mr. Newson. Yes. I hope they may follow our “specs.” 

I will tell you something else, Mr. Multer, on that question of drill 
oods “specs,” they have become common in west Africa and in Lon- 
on, which is the source of all of the west African stones and the 

Congo stones. So they are standard now. 

Mr. Mutter. Incidentally, in your last subdivision of class 1 of 
core-drilling stones, you have subdivision (d) “Congo” and “Sierra 
Leone.” 

Mr. Nettson. That is right. 

Mr. Muurer. You do not have a classification of “Congo round.” 

Mr. Neitson. Those are Congo rounds. Congo and Sierra rounds. 
Mr. Mutter. The Army Corps called those rounds. 

Mr. Nettson. Except for some very small ones which are sometimes 
cubes and sometime octahedrons but they are so small that they will 
roll nearly as easily as a round stone. That is one of the difficulties 
you have got to get quality into this thing. 

And the quality varies in any batch of stones that you have. 

Mr. Rreximan. Is it true that the use of diamonds has increased 
because of alloy being used in metals? 

Mr. Nemson. Yes, sir; it is true. We can grind steel, particu- 
larly—we could grind steel or iron—we could grind steel with any 
abrasive made with oxide of alumina as the base, ordinary steel, low- 
carbon or high-carbon steel. We could grind chilled iron or cast iron, 
with any abrasive which had a carbide as a base. That was what like 
you have heard of maybe as crystolon which is a brand name of the 
Norton Co. product, or carborundum which is the brand name of the 
Carborundum Co. 

We could do that very well, but as the tool steels become more and 
more difficult to handle, we came up through stellite and these different 
alloys to tungstens, that has increased immeasurably the use of 
diamonds. 

I would say that the most important grinding of metal with a 

inding wheel now for diamond wheels lies in the tungsten field. 

e same thing with other alloys. 

We could make an airplane if we didn’t have any diamond wheels, 

but it might cost a great deal more to make it, 

Mr. Rieniman. Counsel was just saying, but to have it on the 
record—Will not the increased use of alloys in years to come create a 
greater demand for industrial diamonds? 

Mr. Neison. It won’t even be dependent upon that entirely. The 
finishing of glass as plate glass will demand more and more diamond 
Ww 

There are fields which we have scarcely scratched in the use of 
diamond grinding wheels. 
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It isn’t only alloy steels and metals. There are a great many things. 

It is a question of the economy of using such a wheel. 

You must remember that in the paper industry we used to use a 
sandstone. We will say at $500. Now we will use an abrasive wheel 
which has been set together segmentally which may cost $5,000; just 
a development in the art of grinding. 

And grinding has been a tremendous development since the turn 
of the century. And it is becoming more and more important all of 
the time. 

Mr. Rreutman. I will conclude by saying that I really have gained 
some knowledge this afternoon by listening to Mr. Neilson with re- 
spect to commercial diamonds and the program that is being carried 
on. 

I think that he has been very forthright, frank, and honest in his 
presentation. 

I am bothered a little bit about the question that you brought up 
and, that is, in respect to qualified people to carry on the work that 
you are doing without being tied in with influences or without feeling 
that they are in the business of selling diamonds along with appraising 
them. 

Mr. Netmson. I know. It is rather scarifying for you to sit there 
and have you tell me that I have been with the Norton Co. 49 years. 
Whether I am run over by an automobile, I ought not to last much 
longer, you see. 

Mr. Rrexuman. We hope you will last a long, long time. 

Mr. Nemson. But it has been a tremendous satisfaction and I can 
say this, Mr. Riehlman, I honestly know that there are many people 
in this world who could do this job and do it better than Ido. I am 
not fishing at all when I say that. 

What they do not know now they can learn. ‘They would learn 
through experience. 

When we get to a certain age we let the younger men take over, 
don’t we? They do not know as much as you do when they start. 

Mr. Mutter. You flatter us. 

Mr. Nerson. I am very optimistic. I am an optimist by nature. 
Possibly that is one reason. But I have great faith that this country 
can always produce the men it needs to lead the parade, especially in 
engineering lines. 

_Mr. Mutter. We are told that some engineers are the best politi- 
clans, 

Mr. Netrson. Some of them are, I guess. 

Mr. Mutrer. Mr. Neilson, just one or two other matters. 

In your work, acting as the consultant for the General Services 
Administration, you necessarily know in all instances who the seller 
of the industrial diamonds is, is that not correct? You are dealing 
with them face to face or with their representatives? 

Mr. Nettson. I think I have learned to know all of them face to face. 

Mr. Mutrer. Is it the fact that neither the syndicate, nor any agent 
for the syndicate has participated in any of these transactions of the 
sale of industrial diamonds? 

Mr. Nemson. No; directly they have not participated, except we 
took over some diamonds which we bought in London, During the 
war we bought diamonds from London or just after the war when we 
had no socetie. 
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Mr. Mutter. By “we” you mean the Government ? 
Mr. Newson. I do. I mean the United States Treasury Depart- 
ment. We had no stockpile. We were afraid that we needed one. 

Mr. Mvurer. Let us limit ourselves to the period 1951 to 1954 when 
= were buying for dollars; and 1954 to date when they have been 

artering. 

Neither the syndicate nor any agent of the syndicate has partici- 
pated in those programs, so far as you know ¢ 

Mr. Neitson, Nothing, except on one old time contract which has 
not expired as yet. That is for some of this crushing bort that 1 am 
speaking of. 

Mr. Mvuurer. Would it be invading the field of trade secrets if I 
asked whether or not your company and the Carborundum Co. which 
I think is your main competitor in this field, buys their diamonds 
mainly from the syndicate ¢ 

Mr. Nettson. Yes; they buy mainly from the syndicate, but not 
entirely so. 

Mr. Mutter. Congressman Riehlman suggests that you might tell 
us, if you know, the number of companies that participate in the in- 
dustrial diamond barter program. 

Mr. Nerson. Here in New York? 

Mr. Rreutman. Throughout the country. 

Mr. Mvuturer. Is the program carried on anywhere else other than 
New York? 

Mr. Netson. No, not now. It is all here in New York. It is all 
here in New York. And I think that the number of companies that 
have participated in different degrees have been a minimum of 30; 
the maximum I wouldn’t want to say without examining the records. 

There are not many more than that, you know. There are not a 
great many more than that. It isn’t a business which is on every street 
corner. 

Both large and small companies have participated in a degree. I 
think that we have always looked at anybody that asked to sell 
wheels—has been carefully considered—have been scrutinized. 

If a man offers to sell you something that isn’t worth half what he 
is charging for it, naturally, you don’t deal with him. 

Mr. Mutrer. Thank you very much, Mr. Neilson. 

Mr. Neitson. You are very welcome. 

Mr. Mutrer. You will furnish that information to us that we asked 
you that you went off the record on? 

Mr. Netison. Yes; I can furnish it to you now if you want me to 
come up there and whisper it to you. 

(Off the record.) 

Mr. Mutter. The next witness will be Mr. Tempelsman. Will you 
come forward, sir. 


STATEMENT OF MR, TEMPELSMAN, NEW YORK, N. Y. 


ar ECL. Mr. Tempelsman, you have identified yourself for the 
record 

Mr. Tempetsman. Yes, 

Mr. Muurer. What is the name of your firm? 

Mr. Tempetsman. Leon Tempelsman & Son. 


83183—56——14 
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Mr. Mutrer. That is a partnership? 

Mr. TemretsmAn. Partnership under the laws of the State of New 
York. 

Mr. Mutrer. And the partnership did consist of yourself and 
your father who died about a year ago? 

Mr. TempetsMAn. That is right, sir. 

Mr. Mutrer. And his estate now participates in the firm with you? 

Mr. Temretsman. That is correct. 

Mr. Murer. You are the actual manager of the company? 

Mr. TempetsMAN. Yes, sir. 

Mr. Mutrer. And how long has the company been in the diamond 
business ? 

Mr. TempetsMANn. About 12 years. 

Mr. Mutrer. And do you specialize in the handling of industrial 
diamonds? 

Mr. TemretsMAN. Originally we started off as diamond brokers 
handling all types of diamonds, and the business eventually developed 
into an industrial diamond business. 

Mr. Murer. Have the industrial diamonds been the bulk of your 
business for the last 5 years? 

Mr. TempeLsMAN. Yes; industrial diamonds as such have been the 
bulk of our business with a major emphasis on the manufacture of dia- 
mond tools and drilling tools, drill bits. 

Originally, when the company was started we were strictly im- 
porters and wholesalers, but as a matter of policy we have managed 
the aspect of our business into one that is going gradually into the 
manufacturing aspect of it. 

Mr. Mutrer. Leon Templesman & Son today deals only in indus- 
trial diamonds? 

Mr. TempetsMAN. Yes, sir, with the occasional stone that comes in, 
in a en of lots, but the primary purpose is the industrial dia- 
mond, 

Mr. Mutter. You have another company in which you deal in dia- 
mond drills and bits? 

Mr. TempetsmMAn. Yes, sir. 

Mr. Muurer. What is the name of that company ? 

Mr. Tempetsman. American Coleset Corp. 

Mr. Muuter. Does the American Coleset Corp. do any business with 
ace agencies ? 

r. TempELSMAN. It has with the Corps of Engineers in supplying 
some bits to them—drilling bits. 
< Motrer. That business has been entirely on a competitive bid 
asis 

Mr. Temretsman. Yes; it has, sir. 

Mr. Mutter. Does Templesmen & Son do business with the GSA 
and the Commodity Credit Corporation ? 

Mr: TemprtsMAn. As well as the general trade as such, yes. They 
handle what we call the wholesaling side of the business. 

Mr. Moutrer. Prior to 1954 and from about 1951 to 1954, Tempels- 
man & Son sold industrial diamonds to GSA ? 

Mr. Temprtsman. I think for straight dollars we were probably 
one of the smallest contractors as such. 

Mr. Mourer. Smallest? 
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Mr. Tempersman. Smallest, yes. 

Mr. Mutter. Do you know some of the contractors who were selling 
at the same time that you were? 

Mr. Tempetsman. It is my belief that practically everyone in the 
trade participated in the dollar purchases. Te 

Mr. Muurer. Would you say this trade is concentrated mainly in 
New York City? 

Mr. TempetsmAn. Yes; the importing and wholesaling side of it 
is primarily in New York City. The usage is distributed throughout 
the country in the drilling side of it. For instance, that is one of the 
reasons why most of the Corps of Engineers laboratories are west, is 
because the usage of drill bits is in the western part of the United 
States, while the tool side of it, I would say, is concentrated most 
heavily in the industrial centers of the United States, Detroit, Cleve- 
land, some in New York, too. 

Mr. Motrer. Beginning in 1954, Templesman & Son engaged in 
one of veostiia diamonds for surplus commodities of the 

Mr. TempetsMAN. We participate in that particular barter program 
as well as the previous one under the Public Law 85. 

Mr. Mutter. How did you get into that originally? 

Mr. TempertsmaNn. Well, we heard about the possibility when Public 
Law 85 was passed and then for about, I'd say, close to a third of 
1 year we tried to consummate a barter proposal. 

And at the time this entire idea, the thought of barter was so novel 
that no set procedures existed for it. And I believe—and I say that 
with a bit of humility, we were the ones who pioneered some of that 
originally—some other companies, too, under the original Public Law 
85. That is how the barter transactions started. 

Mr. Mutrer. Could you tell us approximately how many companies 
there are engaged in the importation of industrial diamonds? 

Mr. TempetsMan. I’d say most dealers at one time or another im- 
ee diamonds as such from abroad since most of them originate 
abroad. 

However, if you want to narrow that down to importers from the 
syndicate, I would say about 15 or 20 in the United States. 

Mr. Mutter. In addition to those who import, how many firms are 
there engaged in the purchasing and resale of industrial diamonds? 

Mr. TeMPELsSMAN. Phat would be, I’d say a guess—about 30—I don’t 
think there is 35. I think that would be the entire industry as such. 

Mr. Mutrer. Would you say that your firm is among the largest in 
the industrial diamond business? 

Mr. Temretsman, No, sir; I could not say that. 

Mr. Moutrer. Medium, small, or which? 

Mr. Tempetsman, I would call it medium, in this particular field. 
Small in the tool side of it, as such. And in the drilling side of it 
that is where we have only recently gone into, several years ago, and 
this is a new field for us. 

We are slowly going into it. 

Mr. Morrer. Will you furnish to the committee for its use and not 
for the public record, the figures as to capitalization of the company 
and the average amount of industrial diamonds that you sell per year 
since 1951 to date, breaking it down as to the amount ae to the 
Government and the amount sold to outside sources? 
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Mr. Tempetsman. Yes; I will be glad to collect these figures and 
send them to you. 

Mr. Mutter. And also indicate the amount that was bartered in 
exchange for commodity products? 

Mr. TempetsMAN. Yes, sir. 

Mr. Moutrer. Agricultural products? 

Mr. TempetsMAn. Yes, sir. 

(The information requested has not as yet been supplied to the 
committee. ) 

Mr. Muurer. How do you handle your barter transactions ? 

Mr. TempetsMAN. May I ask for Nentielttan which side, the wheat 
or the diamonds? 

Mr. Muurer. The whole transaction, if you will please tell us about 
that. 

Mr. TempetsMAN. Just as an illustration, take the last one. Since 
we do not know too much about the grain aspect of it and since we 
feel we should rely on a group of people who specialize in that, we 
have established contact with a grain company, whom we have re- 
quested to handle the grain aspect of this particular contract. 

The diamond side of it we handle entirely ourselves, from the pro- 
curement of the stones, from Africa or Brazil, or some small market 
purchases, to their classification and then eventual presentation to the 
Government for appraisal and inspection. 

Mr. Mutrer. Do you go to the CCC and ask what surplus products 
they have available for barter or do they notify you? 

Mr. TemretsmMAn. After a contract has been signed, they have noti- 
fied us or we ask them. I think that information is published regu- 
larly by the Department of Agriculture. 

Mr. Mutrer. The first step would be the contract by which you 
agree to take commodities to a certain dollar value and agree in ex- 
change for that to give industrial diamonds of equivalent value? 

Mr. TeMpeLsMAN. Yes, sir. 

Mr. Muurer. Do you get a request from any Government agency 
to come in and offer diamonds before you go down and make the 
contract ? 

Mr. Tempetsman. Yes. In these last barter transactions, we have 
received a telegram from the Department of Agriculture informing 
us in principle that they were interested in signing or entering into 
barter transactions involving industrial diamonds, that they were 
primarily concerned with not upsetting it. 

And the telegram read, I believe—in fact, I am sure of that—‘up- 
setting market conditions.” And if we were in position to comply with 
certain requirements, such as having material in inventory, that this 
material was above the demand of industry. And if this material was 
physically available for inspection as of a certain date, they would 
then notify us whether or not they would be willing to enter into, I 
think the terminology used was “a mutually satisfactory contract.” 

Mr. Muurer. Then you would negotiate a contract? 

Mr. TemMpetsMAN. Yes, sir. 

Mr. Muurer. That is the procedure that has been followed since 
the barter transactions have Tests carried on by the Government? 

Mr. TempetsMAN. In these last 2 it has been followed that way, the 
last 2. 
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Mr. Mvtrer. What are the dates of those last two? 

Mr. TempetsMAN. One, I believe, was April 1956—I am not exactly 
certain of that month, but it is in that range. And the other one was 
sometime in 1955. 

Mr. Muurer. Could you furnish to us copies of those telegrams or 
communications which you received, for the record ? 

Mr. TemMPetsMAN. Yes, sir. 

Mr. Mutter. In connection with those two transactions 4 

Mr. TemMpeLsMAN. Yes, sir. 

(The communications have not as yet been supplied to the com- 
mittee. ) 

Mr. Mutrer. After the receipt of those communications—they were 
from the GSA ? 

Mr. TempetsMAN. No, they were signed usually by the Executive 
Vice President of CCC. 

Mr. Mutter. Then you would proceed to negotiate your contract ? 

Mr. TempersMAn. Yes. 

Mr. Mutter. Who did you use for the acquisition and disposal of 
the agricultural products ? 

Mr. Tempretsman. Leval & Co. 

Mr. Mutter. That was the only agency ? 

Mr. TempetsmMAn. Yes, sir. 

Mr. Mutter. Did you have to undertake to guarantee Leval & Co. 
against any loss in taking these agricultural products? 

Mr. TemretsMAN. Not in the last contracts. 

Mr. Mutter. The last contracts were then tripartite contracts under 
which CCC agreed to give a certain amount, deliver a certain amount 
of surplus products, your firm agreed to deliver an equivalent dollar 
value of industrial diamonds, and Leval Co. agreed to take those 
agricultural products ? 

Mr. TemprtsmMan. Yes. But my understanding was that the Com- 
modity Credit Corporation would look to the prime contractor. 

Mr. Mutrer. Would look to you? 

Mr. TemretsMaANn. For performance on both sides. If we made an 
error or something that was not performed correctly on the agricul- 
tural aspect, we would be held responsible for it. 

Mr. Mutter. You looked to Leval to take the agricultural products 
off your hands and dispose of them ? 

Mr. TemretsMan. Yes; that is right. 

Mr. Mutter. Leval would have to take the loss if there was a loss? 

Mr. TempetsMAN. Yes. 

Mr. Murer. If there was a profit on the disposal of the agricul- 
tural products, Leval would take the profit ? 

Mr. TemMpetsMAN. Yes. 

Mr. Muurer. Prior to that there was an agency arrangement? 

Mr. Tempetsman. I think the original contract, which goes back 
to 1951, the requirement was that the contractor, the prime contractor 
was an agency arrangement. 

Mr. ae A You, in effect, guaranteed Leval against any loss? 

Mr. TemretsMAN. Basically, yes. 

Mr. Mutrer. In those barter arrangements prior to the last two 
transactions you also dealt only with Leval? 

Mr. TempetsMAN. Yes, sir. 









ROTEL ini apie AHIR oad 


200 PROBLEMS OF SMALL BUSINESS 


Mr. Motrer. If there was a loss on any of those contracts, you had 
to make good the loss to Leval? 

Mr. TempetsMan. Yes, sir. 

Mr. Mutrer. If there was a profit Leval kept the profit on the agri- 
cultural products; is that right? 

Mr. TemretsMAN. Well, basically I think most of them were fixed 
discounts agreed upon before. 

Mr. Mutrer. Now, do you know what other companies, if any, par- 
ticipated in the barter transactions in disposition of the agricultural 


products ? 


Mr. TempetsMAN. I am afraid I do not know. I suppose quite a 
few grain companies must have participated in it. 

Mr. Mutter. You do not know which ones they were? 

Mr. TemretsmMAn. No. 

Mr. Mutrer. We have heretofore been told that there were only 
three grain companies participating in that program, taking the agri- 
cultural products for disposition from the industrial diamond Slee 
and the names given to us were the one you mentioned, Leval, and the 
North American Continental Corp., and Bunge Co. 

Mr. TempetsMAN. Yes. 

Mr. Muurer. You haven’t heard of any other companies handling 
agricultural products in connection with this barter transaction ? 

Mr. TempretsMAN. I believe there were a few other ones. 

Mr. Mutrer. You believe there were? 

Mr. TempetsMan. I believe there were some more. 

Mr. Rreniman. Has your business with the Government increased 
since the bartering program was brought into being? 

Mr. TempetsMAN. The total volume of business, yes; it has reflected 
the barter contracts which we have gotten. 

Mr. Rrenitman. That is all. 

Mr. Mutter. All of these transactions, once you negotiated the con- 
tract, were carried on in New York, the submission of diamonds for 
inspection and appraisal and the transfer of the diamonds would take 
place in New York? | 

Mr. Tempetsman. That is right. 

Mr. Mutter. In New York City? 

Mr. TempetsMANn. In New York City, yes. 

Mr. Moutrer. In the information we asked you to supply to the 
committee, but not for the record, will you also indicate whether or 
not you get any outside financing in connection with this, and where 
you get it? 

Mr. TempzersMAN. Yes, sir. I will be glad to do that. 

Mr. Mutrer. And you might also indicate in that same way, also 
to be used by the committee, your arrangement by which you pa 
Leval, what the amount is percentagewise, and what your gross profit 
on each of these contracts may amount to for Tempelsman & Son. 

Mr. TempersMAn. Yes. 

(The material has not as yet been submitted to the committee.) 

Mr. Muurer. Thank you very much for your cooperation. 

Mr. TempetsMan. Thank you very much. 

Mr. Mutrer. The next witness and the last one for this afternoon 
om be Mr. Nathan Sperling, of thé North American Continental 

orp. 
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STATEMENT OF NATHAN SPERLING, NORTH AMERICAN 
CONTINENTAL CORP., NEW YORK, N. Y. 


Mr. Movrer. Mr. Sperling, what is your affiliation with North 
. American Continental ! . 
Mr. Srertine. I am the treasurer of North American Continental 


Corp. 

Mr. Mutter. How long has that company been in business? 

Mr. Srertine. Since 1956. 

Mr. Mutrer. And what is its business? 

Mr. Spertine. General merchandise, mostly in the agricultural 
field—fats, oils, vegetable oils, animal fats, animal feeds. 

Mr. Mutter. Have you bought from the CCC from time to time? 

Mr. Srertrnc. Yes; many times. 

Mr. Mutrer. For dollars? 

Mr. Sperurne. Yes. 

Mr. Mutter. Over how long a period did you engage in that 
business ? 

Mr. Speriine. Well, it is hard for me to pinpoint the exact date. 
I presume, whenever it began, we became active in it. 

fr. Muurer. You also participated in the barter transactions? 

) Mr. Sreriine. Yes. 

Mr. Mutrer. How long have you personally been in this type of 

) business—in the agricultural products? 

Mr. Sreruina. Twenty-five years. 

a Mr. Muiree. How large a company is North American Continental 

orp. ? 

! Mr. Sperurc. In what connection; employees? 

) Mr. Mouurer. Let me suggest to you, if you feel any of these ques- 
tions may get to the point of trade secrets or things that you do not 
want known publicly to the trade, you may say so, and we will 
take them and you may supply them to us off the record. 

Mr. Sperirne. All right. 

Mr. Mutter. We would like to know the capitalization of the com- 
pany, and the average amount of gross business you have done each 

year, since you were in business, and then we would like to have that 
roken down as to the amount done with the CCC, on a dollar basis 
and also on a barter basis. 

Mr. Speriine. All right, I will accept your offer and furnish it. 

Mr. Muurer. You prefer to-supply that off the record ? 

Mr. Sprruine. Yes. 

(The information requested was supplied for committee use only.) 

Mr. Mutter. Have you engaged in any barter transactions with 
CCC where the items delivered were anything other than industrial 
diamonds ? 

Mr. Spertine. Yes. 

Mr. Muuter. What other products? 

Mr. SpertrnG. Fertilizers. Well, I guess you can put it all in the 
category of ferroalloys and nonferrous mietale. 

Mr. Mutrer. Can you break it down by categories, the quantity 
and dollar amount of each of the various items that you delivered to 
CCC in exchange for surplus products in the figures you are going 
to furnish ? 

Mr. Sreriine. I will. 
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(The information requested was supplied for committee use only.) 

Mr. Muurer. How many other companies are there that you know 
of that are engaged in this same business of taking products from the 
CCC in exchange for other merchandise delivered to them ? 

Mr. Sperting. I wouldn’t offhand know that. 

Mr. Mutrer. Do you know whether it is 3, 4, 5, or 10? 

Mr. Srertinc. Well, I could venture a guess, more like 10, but it is 
only a guess. I am not qualified. I don’t know that answer. 

Mr. Mutter. Do you know how many there are that engage in the | 
barter transactions in industrial diamonds? 

Mr. Srerirne. No, sir; I don’t know that. 

Mr. Mutrer. How many industrial diamond firms have you en- 
tered into contracts with—barter contracts—involving the CCC? 

Mr. Srertinc. My best recollection of that would be about five. 

Mr. Motter. That is over a period since 1954? 

Mr. SPERLING. Yes. 

Mr. Morrer. Is there any objection to giving us the names of those 
companies on the record or would you rather give that off the record ? 

Mr. Spertine. I would consider that a so-called trade secret and I 
would rather submit them in confidence. 

Mr. Murer. Let that be off the record. And will you indicate the 
amount each year with each company ? 

Mr. Speryina. Yes. 

(The information requested was supplied for committee use only.) 

Mr. Murer. In these transactions did you act as a contracting party 
or as an agent for the industrial diamond dealer ? 

Mr. Speriine. Both. 

Mr. Muurer. And will you also—— 

Mr. Srrertinc. Excuse me, is it the contracting party with Govern- 
ment youmean? Both? 

Mr. Mutrer. Yes. We just heard from the last witness, Mr. Tem- 
pelsman, that at one time he dealt with a grain merchant who acted 
as an agent. The last two were contracts where the Leval Co. took 
the merchandise, the surplus product, and it belonged to them for 
disposition, for their loss or gain, as the case might be. 

Mr. Sperirna. Yes. 

Mr. Mutter. I would like to have you indicate to us which type 
of transactions you engaged in, whether you took the agricultural 
commodity and disposed of it for your own profit or loss, or it was 
just as an agent holding the diamond merchant responsible. 

Mr. Srertinec. Perhaps, for the record, perhaps I should clarify 
our position in this. We are not grain dealers. We are handling these 
barter—we are involved in the barter transactions on an agency basis 
for the account of Continental Grain Co. for a small fee. 

Mr. Mutrer. Where is the Continental Grain Co. located? 

Mr. Speriine. 2 Broadway. 

Mr. Mvurer. And who are the principals in that company ? 

Mr. Spertine. By “principals” do you mean officers ? 

Mr. Moutrer. Yes. 

Mr. Srertine. There are so many of them, I mean—— 

Mr. Mut rer. It israther a large company ? 

Mr. Srertine. Well, a lot of people work there. 

Mr. Mutter. How many people are engaged in your company, em- 
ployed by your company ? 
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Mr. Srertine. About 20. 

Mr. Mutrer. Are you an officer or stockholder of that grain com- 
pany ¢ 

r. Spertine. No, sir. 

Mr. Mutter. Well now, do we understand that in all of the cases 
involving barter of surplus products for industrial diamonds you have 
acted only as an agent for Continental Grain Co. ? 

Mr. Srertinc. As an agent, that is right. 

Mr. Mutter. Were the transactions you had with the James Meade 


Co., were they also where you were simply acting as the agent for 
Continental Grain Co. ? 


Mr. Srertine. That is right, sir. 

Mr. Muurer. Were these contracts negotiated between you and the 
<liamond merchant ? 

Mr. Spertine. No, sir; the actual 

Mr. Murer. And the grain company? 

Mr. Sperrine. The negotiations on the diamonds? 

Mr. Mvtrrr. Yes. 

Mr. Srertina. The negotiations are handled by the barter division 
of Continental-—I believe, it is an officer who actually handles the 
negotiations. 

Mr. Mutter. Do you know what officer? 

Mr. Sreruine. I believe Leonard Linton is the man. 

Mr. Mutter. Is it fair for us to assume neither your corporation nor 
you participate directly in the negotiations of the barter transactions ? 

Mr. Srertinc. That is correct. 

Mr..Muuter. And you come into the picture only after the contracts 
are signed ? 

Mr. Spertina. That is correct. 

Mr. Mutter. You have nothing to do with the sale of the diamonds? 

Mr. Spertine. Yes. You see, the contracts are entered into in our 
name. After negotiations are completed, all of the paperwork and the 
administration and the execution of the contracts, so far as the paper- 
work is concerned, is handled by North American Continental. 

Mr. Mvutrer. Then just what does your company do in the trans- 
action ? 

Mr. Spertine. Well, being a general merchandising company, we 
have the staff that is equipped to deal with all of these various techni- 
calities that one is confronted with in executing these contracts. 

Mr. Mvtrer. For instance, what technicalities ? 

Mr. Speriine. There is a lot. Of course, Continental Grain Co. is 
primarily a grain company, and I can’t put my finger on certain techni- 
calities, but there is a lot of paperwork involved that North American 
is better equipped to handle. 

Mr. Mutter. Well, wouldn’t the paperwork ordinarily be handled 
by lawyers rather than the corporation ?- 

Mr. Spertine. Let me put it this way, it is nothing, if I am not 
mistaken, it is nothing unlike on a smaller scale the Government 
agency, CCC as against CSS. I believe one does the negotiating and 
one does the administration, the paperwork, so to speak. 

Mr. Mutter. Well now, then North American Continental Corp. 
does the negotiating ? 

Mr. Spertine. No. 
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Mr. Mutter. Does the administration ? 

Mr. Srertrne. The administrating. 

Mr. Mutter. What do you do in adentntaeaviniy t 

Mr. Spertine. Well, in furnishing—let us say, on the diamond side 
we do the invoicing. Where we are the prime contractors we invoice 
the material for the Government. 

Mr. Mutter. How can you be the prime contractors if you are the 
agent for the Continental Grain? 

Mr. Sprerirnc. We are prime contractors as agents for the Conti- 
nental Grain Co. 

Mr. Mutter. That goes beyond me. The contract will not name 
eet. Grain, but will name only North American Continental 

orp. ¢ 

Mr. Spertinc. That is correct. 

é oer. orean. You have a separate contract with Continental Grain 
‘orp. ? 

Mr. Srertine. That is correct. 

Mr. Motrer. Under which you will agree that you will merely act 
as their agent and turn over to them whatever profit there may be in 
the deal ? 

Mr. Speriinc. Yes. 

Mr. Mutrer. And they will sustain any loss? 

Mr. Sprertrnc. Absolutely. 

Mr. Mutter. And they pay you a fee for that ? 

Mr. Srertine. A small fee for it. 

Mr. Mutter. Is it a percentage of the contract ? 

Mr. Sreriine. Yes. 

Mr. Mutter. Will you give us that information in the information 
that you will furnish to us? 

Mr. Speruine. I will. 

Mr. Mutrer. For the committee use. 

Mr. Srertine. Yes. 

Mr. Mutter. After the contract is closed in your name, who disposes: 
of the agricultural products? 

Mr. Speriine. Continental Grain Co. 

Mr. Mouurer. You have nothing to do with taking delivery of it— 
you have nothing to do with selling it? 

Mr. Srerirnc. Nothing. 

Mr. Mutter. You have nothing to do with warehousing it ? 

Mr. Spertine. Nothing. 

Mr. Murer. Who brings you into the deal, CCC, the diamond 
dealer, or Continental Grain Corp.t 

Mr. Srertine. Continental Grain Corp., I would say, put it that. 
way. I mean, they do the negotiating and.then when the deal is con-- 
cluded, that is when we come in. 

Mr. Muurer. Take for instance, the one name that is already om 
the public record—I won’t give the other names because you think the 
ought not to be disclosed, but the one name on the record is the Meade 
Co.—does the Meade Co. contact North American Continental Corp. 
or the Continental Grain Corp. when it is about to close a barter 
contract ? 

Mr. Spertine. They do not contact North American, 

As far as the rest of your qustion, I do not know whom they contact: 
first, because I am not familiar with the negotiating end of it. 
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Mr. Mutter. Is it fair to say then that you have no contract with 
the diamond dealer ? 

Mr. Spertine. There is absolutely none, except for the paperwork. 

Mr. Mutter. The paperwork would be after the contract is negoti- 
ated—your firm, or you for your firm, or some other officer of your 
firm would sign the contract ? 

Mr. Sreriine. That is correct. 

Mr. Mutter. Will you tell us what service your corporation renders 
that the Continental Grain Corp. cannot render for itself ? 

Mr. Speruine. I thought I explained that very clearly. There is a 
multitude of technicalities and paperwork involved, and that is what 
we handle. 

Mr. Murer. Tell us some of the technicalities and some of these 
things? 

Mr. Sreriine. I don’t want to go into details of a lot of—I mean we 
are talking about diamonds here. I would rather not go into other 
commodities. 

But there are other strategic materials, whether they are nonstra- 
tegic, I don’t know, that are part of this barter program. 

Mr. Muurer. Let me say this to you, Mr. Sperling: We already have 
on our public record a complete list from Government agencies which 
is unclassified—a complete list. with dollars of the transactions and 
the names and addresses of the people participating, both diamond- 
wise and in any of the metals. 

Mr. Srertine. The commodity actually does not matter. But there 
are some commodities that are bought on certain specs, chemical specs. 

Mr. Mutrer. These are commodities that you are talking about that 
went to the Government ? 

Mr. Sprertine. Yes. 

Mr. Moutrer. All right. What we would like to know at the mo- 
ment is not what went into the Government—what the Government 
got—but what came out of the CCC—how was it disposed of? Where 
you fit into that picture ? 

Mr. Srertine. We have nothing to do with the disposal of the 
merchandise, except to keep the records of the values. 

Mr. Mutter. You mean you are a bookkeeping outfit ? 

Mr. Srertine. Well, it is more than bookkeeping. It is taking care 
of whatever may arise. 

Mr. Mutter. I wish you would tell us something that may arise. 

Mr. Srertinc. Let me put it this way: There do arise from time to 
time various problems which are not related to the grain business 
in connection with these contracts, and our staff, with their experience, 
is equipped to handle them rather than Continental Grain Co. 

Mr. Riexitman. Just to pursue the question that you asked the 
witness, Mr. Multer, What are the special activities that your com- 
pany carries on that the grain company could not themselves carry on ? 

You have said there are “certain technicalities.” They are handling 
the grain. It is something that they are familiar with. They prob- 
ably are contracting with other companies for the procurement of 

in and the handling of it. And we will stick to the one item, the 
artering of wheat, which apparently you are familiar with. 

What is it that your company does that the grain company could not 
do for themselves? What is the special line, or the special service? 
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Mr. Sprertinc. I would not say that the grain company, if they had 
the staff, could not do this for themselves. We are not that highly 
specialized. I mean, there are no special technicalities involved here 
that they could not handle themselves, if they had the staff. 

Mr. Rreuiman. In other words, are they using you as a service 
group and paying you a fee? 

Mr. Speruinc. You might put it that way. 

Mr. Rrestman. For that purpose ? 

Mr. Srertine. Yes; you might put it that way. 

Mr. Rreuiman. Then, of course, there isn’t any great technicality 
or specialty 

Mr. Spertinc. No; there is no specialty 

Mr. Rrenuman. That you are carrying on. You are just doing a 
‘service ? 

Mr. Spertine. That is right. 

Mr. RreutmMan. You are a go-between between the grain company 
and—well, you are not even that. They enter into the agreement. 
All you are doing is paperwork for them. 

Mr. Sprertine. Absolutely. 

Mr. Moctrer. Do you finance any of these transactions? 

Mr. Speriine. No. 

Mr. Mutrer. The financing comes from outside sources ? 

Mr. Srertine. Well, Continental, when we have to pay for stra- 
tegic materials or whatever the other side of the barter contract is, 
they furnish the funds. 

Mr. Mutrer. Let us stick for a moment to diamonds. We have a 
record of the transactions where North American Continental Corp. 
delivered diamonds. 

Mr. Srertinc. Yes; I remember those. 

Mr. Moctrer. Where did you get the diamonds? 

Mr. Spertine. That was the case—well, that was a case of some 
small dealers who, because of their inexperience and because they 
were small did not have the experience of these barter operations, and 
were not familiar with the paperwork involved in executing the con- 
tracts, preferred to make their offers to the Government through us. 

Mr. Mutter. How big was that transaction ? 

Mr. Sperttne. Well, I think, if I am not mistaken, that was during— 
in the lot that is considered classified. I would not want to be the 
one to give out any information. 

Mr. Mutter. There is nothing classified as to—— 

Mr. Spertinc. The diamonds. 

Mr. Murer. As to that part of the transaction. There is nothing 
classified as to the total amount of industrial diamonds delivered in 
exchange for CCC products. 

Mr. Srer.ine. This was before the supplemental stockpile. 

Mr. Motrer. There is nothing classified about the dollar transac- 
tion as to the amount. I think you are mistaken about it being a 
dollar transaction. I think it was a barter transaction. 

Mr. Sprertrnc. It was a barter transaction, but I believe it was in 
the—or am I mistaken. Were all of the barter transactions for dia- 
monds supplemental stockpile? I believe it was during—it was part. 
of the strategic stockpile. 

Mr. Mvurer. It does not matter which way it was. There is noth- 
ing classified about the amount of the particular purchase. 
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Mr. Spertinc. Well, all right. I believe there were 2 involved: 1 
was about 200,000 and 1 was slightly higher than that. As a matter 
of fact, we pooled those in, executing one contract with CCC. 

Mr. Mutrer. Who negotiated that contract with CCC? 

Mr. Sprertine. Continental Grain Co. 

Mr. Mutter. What is that? 

Mr. Sperrine. Continental Grain Co. Well, no, I better not say 
that. I don’t know. Oh, no. Yes; as long as we were the prime 
contractors, then Continental Grain Co. would have iaaiated that 
with CCC. 

Mr. Mutrer. And where did they get the diamonds from ? 

Mr. Srertine. From these diamond—small diamond dealers. 

Mr. Mutter. They negotiated with the small diamond dealers? 

Mr. Srertine. That is correct. 

Mr. Motrer. Is it fair to say that North American Continental 
Corp. did not carry on any negotiations at any time with CCC and 
General Services Administration ? 

Mr. Srertinc. In connection with the establishing of contracts, no. 
It is fair to say that; yes. 

Mr. Muurer. In what connection, if any, did North American Con- 
tinental Corp. carry on any negotiations of any kind whatsoever, 
either with GSA or with CCC? 

Mr. Speriinc. Inasmuch as the contracts are in North American 
Continental’s name, there is many an occasion when you have to be 
in touch with CCC or GSA in the execution of the contracts. 

Mr. Murer. Would you be the person who was in touch with them ? 

Mr. Spertine. Well, I would'supervise it. I am not the only person 
in touch with them. 

Mr. Mutter. Who in General Services Administration or CCC did 
you talk to at any time about any of these transactions? 

Mr. Sreruine. Well, in CCC I talk to a Mr. Rudy, I believe; some 
time ago with Mr. Atzert; and Dr. Slogsvold some time ago; and 
there could have been others. I mean, when you call somebody about 
something, they switch you over to somebody else. I don’t remember 
all of the names. 

i Mr bisa: Who is president of North American Continental 
orp. { 
r. Spertine. Mr. Fribourg. 

Mr. Motter. First name? 

Mr. Sreruine. Mr. Michel Fribourg. 

Mr. Muurer. And who is the secretary of the company ? 

Mr. Sprertine. I am. 

Mr. Mourrer. Who are the stockholders in North American Conti- 
nental Corp. ? 

Mr. Sprrtine. I would not know the whole list offhand. 

Mr. Mutter. Is the stock publicly owned ? 

Mr. Speruine. No; it is a el corporation ; a family affair. 

Mr. Mutrer. Will you furnish us with a list of the names and ad- 
dresses of the stockholders? 

Mr. Sprrtane. Of North American Continental 

Mr. Motrer. Yes. 

Mr. Sperurne. I believe that is possible. 

Mr. Mutter. We will take it on either basis—either for the public 
record or for the committee use, whichever way you say. 
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Mr. Sreriine. You mean you will take it from me for the public 
record ? 

Mr. Muturer. I say whichever way you indicate—if you want it on 
erry record, we will put it there,if not for that, we will with- 
hold it. 

Mr. Spreriine. It is not for the public record. 

Mr. Muurer. Who are the officers of the Continental Grain Corp. ? 

Mr. Sreriine. Well, as I said before, there are a lot of officers, but 
let us—let us just limit the answer to just a few. There are Mr. Schil- 
huist who is an executive vice president, I believe. And then there 
are a few vice presidents. Do you want me to name some of them? 

Mr. Muu rer. If you will, please. Is that a publicly owned corpo- 
ration ¢ 

Mr. Srertrne. No, sir. 

Mr. Mutter. Name some of the vice presidents you do business 
with—you personally transact business with. 

Mr. SrerwinG. I believe Mr. Linton is also a vice president, maybe 
an assistant vice president, I am not sure. And, well, actually I have 
some contact with all of them. There is O’Neill. Is that sufficient ? 
Mr. Mo ter. I think that will do. Do you know who the president 
is? 

Mr. Sreriine. Michel Fribourg. 

Mr. Mutter. Of Continental Grain Corp. ? 

Mr. Srertine. That is right. 

e Mr. Mores. He is also president of North American Continental 
orp. ? 

Mr. Sprertinc. That is correct. 

Mr. Mutter. And he also at one time had an interest in Meade In- 
dustrial Diamond Co.? 

Mr. Srertinc. That is not to my knowledge. I didn’t say that. 

Mr. Mutter. You don’t know that that is a fact? 

Mr. Sprertinc. Well, I wouldn’t say. I don’t know it to be a fact, 
not at all. 

Mr. Mutter. Do you know who did have an interest in the Meade 
Diamond Co., other than Mr. Meade? 

Mr. Sreriine. I don’t know anything about the Meade Corp. 

Mr. Muurer. Can you furnish to us the names of the diamond 
dealers from whom you acquired the diamonds which were part of the 
transactions you discussed with us before which was made in the name 
of the North American Continental Corp. ? 

Mr. Srertrine. I will do that in confidence off the record. 

Mr. Mutter. Mr. Sperling, what is your residence address? 

Mr. Spertinc. 27 Tanners Road, Lake Success, N. Y. 

Mr. Mutter. What is Mr. Fribourg’s residence address? 

Mr. Sperrinc. Midtown Manhattan—I don’t know the exact ad- 
dress. 

Mr. Moturer. Will you get it and submit it to us with the other 
“information ? 

Mr. Srertine. Fine. : ; 

Mr. Mutter. How soon do you think you can get that information 
to us? 

Mr. Spertine. I’d say within the next 2 days or so. 

Mr. Mutter. That will be fine. 
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(Mr. Fribourg’s address was submitted and is as follows: Mr. 
Michel Fribourg, 123 East 73d Street, New York, N. Y.) 

(The additional information requested is for committee use only.) 

Mr. Mutter. Thank you very much, Mr. Sperling. 

Mr. Sprertine. Thank you. 


Mr. Muurer. Thank you for _ cooperation. 
Thank you, gentlemen, all o you, who have participated in this 
hearing and cooperated with us. Sorry to have inconvenienced any of 


ou. 
cae hearings will presently be closed subject to the call of the 
air. 
(Whereupon, at 5:25 p. m., the subcommittee adjourned, subject 
to the call of the Chair.) 
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